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FALL RIVER 





Founded in 1803, Fall River, Mass., stands on a granite ledge at the eastern shore of 
Mt. Hope Bay by an easy harbor. Across the water lies Bristol, Rhode Island, from 
whose slope the picture on this month’s cover was drawn in 1852. Many years be- 
fore, in 1676, an unrelenting colonial militia tracked the Indian King Philtp to this 
spot and slew him in a nearby swamp.... The direct forebear of Fall River’s present 
leading industry was a small cotton mill erected in 1811. By 1830 the town had 
seven. In 1854 Fall River was incorporated as a city. During the decade succeed- 
ing 1859 seven more mills, went up, beginning an intense industrial expansion 
which, in one year, saw the construction of eleven factories and the incorporation 
of fifteen additional textile firms....The present city (above) has a population of 
115,567. It has 275 manufacturing establishments with an annual payroll of $32,- 
000,000. In number of employees during 1939 it ranks third among cities in the 
Commonwealth. Its manufactured products include rubber goods, curtains, bath- 
robes, dresses, undergarments, shirts, straw and felt hats, paper boxes, and oil 
burners. Of outstanding importance to the city’s recent development was the en- 
trance of a large rubber and plastics plant.... Census figures for 1935 give Fall 
River 1,750 retail stores having total annual sales of $31,270,000 and 179 wholesalers 
with a $30,910,000 business. There are, on the average, 100 domestic electric meters 
per 100 families. In 1937 the Governor of Massachusetts selected Fall River as the 
city which had shown the greatest improvement in industrial rehabilitation. 
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HE CHALLENGE to 

education today is to 
survive. No lofty phrases 
are needed to express the 
concern, active or latent, 
among us about the future 
of education as an institu- 
tion. 


Here an industrialist and consulting economist suggests 
that education has failed for a generation to fulfill its 
function, analyzes the roots of its shortcomings, and sub- 
mits for its future development a program which in- 
cludes the training of leaders for democracy. This is one 
of a series of articles on subjects of importance to business, 
presenting opinions of men whose diverse backgrounds 
have resulted in decided, often conflicting, points of view. 


or shall it be subordinated 
to the supremacy of the 
State? The conflict be- 
tween dictatorship and de- 
mocracy has many ramifi- 
cations. And the currents 
of which this 
made up sweep on increas- 


conflict is 


And the challenge to edu- 
cation thrusts forth from a simple fact. 
It is that its stock-in-trade is not valued 
as highly as once was the case. Knowl- 
edge is education’s stock-in-trade. 
Knowledge is at a heavy discount. 
And the downward trend of demand 
in the markets for knowledge con- 
tinues throughout the world. 

But decrescent demand is not true of 
all branches of knowledge. Some of 
the so-called natural sciences confront 
increasing demand. Their use and the 
demand for their fruits widen and 
deepen. It is in those branches of 


knowledge dealing with human rela- 
tionships that the challenge to educa- 
tion arises. 

And this is but one aspect of the con- 
flict gradually spreading throughout all 
human affairs in which the driving 
power of raw force on the one hand is 
at death grips with knowledge on the 
other. The main question to which all 
this gives rise is: Shall the animating 
principle of human affairs be volun- 
taryism and co-operation, or shall it be 
coercion? Shall the sanctity of person- 
ality remain a basic ideal of humanity 


[5] 


ingly within the United i 
States, like most mighty forces which 
once set in motion run their course. 
We should consider education 
against such a frame of reference. 
Against this background education's 
shortcomings are legion. To say this, 
however, does not imply that similar 
things cannot be said about other cate- 
gories of human endeavor, about other 
institutions, or about persons actively 
concerned in leadership capacities in 
other fields. It does not imply that any 
are perfect or even satisfactory—just 
that the subject here is education. 














The most serious manifestation of the 
challenge to education seems to me to 
arise from threats implicit in three of 
the stern facts of the day. 

Foremost is the almost overwhelm- 
ing fact of population. There are more 
people in the world than ever before. 
A plenitude of people is at the root of 
our dilemma. And this seems very 
important. Not because of numbers, 
but because the multitude can achieve 
little. No matter what its members 
may think, the mass accomplishes noth- 
ing. It is the leaders who account for 
whatever achievement or distinction a 
people, a nation, or a civilization may 
realize or take on. And the greater the 
population the greater the importance 
of leadership. Here is a fact that ap- 
parently was not impressed upon this 
generation, either by education or 
otherwise. Yet the whole record of 
human history can best be interpreted 
in terms of leadership, or the lack 
thereof. 


Poor Leadership 


Then also among threats implicit in 
the stern facts of the day is the general 
inadequacy of leadership. One looking 
out as through a telescope on contem- 
porary chaos is bound ultimately to 
focus upon the question of leadership 
as the shortcoming common to all cate- 
gories of human affairs. It poses the 
paramount issue of our time. 

Third among the stern facts which 
challenge education is the fact that 
leadership, in addition to knowledge, 
is also at a heavy discount. Instead of 
many leaders with responsibility and 
power widely diffused, the people of 
nation after nation have retreated from 
reliance upon the many and concen- 
trated power in the hands of the few. 
Thus of responsibility in any immedi- 
ate sense little need be said. There 
really is very little. But the main point 
to be made about the tendency toward 
discounting leadership is that incen- 
tives to leaders have been drastically 
limited or reduced. The penalties for 
failure have been so increased and the 


rewards for success have been so re- 





duced that there are fewer reasons why 
persons should become leaders. So 
fewer desire to be leaders. 

Thus, the challenge to education to- 
day is to survive, because preparation 
for leadership is one of the main re- 
sponsibilities of education; because 
leaders of today for the most part are 
products of the education of yesterday; 
and because the facts that stand out on 
every hand suggest that present day 
leadership is inadequate. And from 
this it follows that education hardly can 
escape in any general assessment of 
responsibility. 

In analyzing the challenge to educa- 
tion we should remind ourselves of 
some of the more significant features 
of the position that confronts us in 1940. 

First and foremost 
is economic illitera- 
cy. Fundamentally, 
economic _ illiteracy 
means lack of aware- 
ness of values and 
their relations, and, 
in a sense, of the 
means for their ap- 
plication. It is eco- 
nomic illiteracy 
about the mainte- 
nance of a stable 
social order, the pro- 
duction and distri- 
bution of goods and 
services, and the or- 
ganization and con- 
duct of human rela- 
tionships. It means 
lack of concern for 


prospective gains in 


comparison with 
both immediate and 


ultimate costs. And 
I do not mean just 
financial gains and 
costs. It means lack 
of concern for ex- 
penditure in com- 
parison with the 
prospective results 
or in comparison 
with available re- 


sources and relative 


needs. It means lack of concern for 
the relative importance of means and 
ends as taught by past experience. It 
means lack of concern for the com- 
mon good chiefly because of preoccu- 
pation with the individual good. In 
short it means a general lack of social, 
economic, and arithmetic consciousness 
and responsibility. 

Much more could be said, but this 
should be sufficient to emphasize the 
challenge which economic illiteracy 
presents to education. The general in- 
adequacy of preparation for life under 
the conditions implicit in a relatively 
high density of population and despite 
a greater sum total of knowledge than 
has ever before been at the disposal of 
man indicates that in the face of general 
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economic illiteracy education is chal- 
lenged simply by the results. With 
preparation for life its principal func- 
tion, with few of our 130 millions pre- 
pared for life, and with no reasonable 
basis for conceding that there might 
be an alibi open to an institution which 


reason, because education has not func- 
tiened to prepare and develop leaders 
who know what morality is and how 
to maintain and increase it. There are 
increasing numbers of thoughtful ob- 
servers, all of whom are really preju- 
diced in favor of education of the right 





enormously emphasized the signifi- 
cance of capitalism as the economic 
foundation of such democracy as we 
have, yet education generally seems not 
to have apprehended or understood 
what is taking place. 

The existence of education as it has 
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has such an ultimate and final responsi- 
bility, education is indeed challenged 
by the chaos in human relationships 
today. And against such a fundamen- 
tal debit its advantages and achieve- 
ments can hardly provide sufficient 
credits to justify its continuance with- 
out fundamental re-orientation. 

Next among the significant features 
of our present position comes morality, 
not necessarily in the narrow definition 
of the word, but morality as a heredi- 
tary respect for the rules on which the 
existence of society is based. Here in- 
deed is something basic that has hit a 
new low. 

Decrescent morality is a characteris- 
tic of the whole situation in which we 
find ourselves, but it applies in particu- 
lar to present leadership. It has become 


a characteristic of leadership for one 


sort, who wonder if those who have 
determined the direction of education 
in recent years were even aware of the 
rules on which the existence of our 
society is based. 


Root of Instability 


And that is not all there is to be said 
about morality. The challenge to edu- 
cation arises in part from the fact that 
it has not been much help in dealing 
with the mental instability of a genera- 
tion which has experienced a somewhat 
too rapid emancipation from tradition- 
al moral and religious beliefs. 

Even more fundamental in the mo- 
rality aspect of our present position are 
the rules on which the existence of a 
society is based when it is a society 
predicated on capitalism. An almost 
explosive flowering of technology has 
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developed in the United States depends 
on our distinctive system of democratic 
capitalism, but education does not pre- 
pare leaders to understand, protect, 
maintain, and develop the system, and 
in fact has increasingly cast its influence 
on the side of measures operating to 
undermine the system. 

In addition to economic illiteracy and 
decrescent morality, another important 
characteristic of the present position is 
a refrigeration propensity. The aim 
apparently is to freeze, to limit, to nail 
down, to set up artificial ceilings, floors, 
and walls, and even to chill the atmos- 
phere within them. This tendency, of 
course, was under way before we start- 
ed in to cool buildings in the name of 
air conditioning. To confine it to build- 
ings is one thing. To extend it over 
society and throughout the various in- 
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stitutions and agencies thereof is some- 
thing else. 

Apparently very few of cither the 
followers or the leaders in the United 
States were prepared by education to 
recognize the nature or significance of 
one after another of these developments 
in social refrigeration, proposed as most 
of them were for seemingly plausible 
reasons. Nor was it generally recog- 
nized that many of the leaders in the 
field of education who have played such 
prominent part in proposing, promot- 
ing, and conducting these measures 
were disregarding lessons of experience 
and the implications of education for 
sound methods of social reform. 

Freezing, ceilings, floors, and so forth 
have a way of spreading out over a 
wider area than was expected by those 
who first set the forces in motion. It 
was Machiavelli, I believe, who ob- 
served: “Let no man who begins an 
innovation in a state think that he can 
stop it at his pleasure or control it at 
his will.” 

There is much more to be said about 
the significant features of the position 
in which we find ourselves today, but 
space does not permit dealing with 
them. 


Causes of Failure 


Before turning to the consequences 
of these tendencies let us review briefly 
what seem to be the principal causes of 
the failure of education to function ina 
manner which would have averted 
some of these conditions and tenden- 
cies. 

First among the causes seems to me 
to be the individualistic character of 
education, the provincialism which pre- 
vails among educators, and their pre- 
occupation with the professional prob- 
lems of education, with consequent 
neglect of the problems of education as 
a social institution. 

Next should be mentioned the in- 
feriority complex not uncommon 
among educators. Not a few of them 
have acted as though they believed in 
George Bernard Shaw’s sarcastic obser- 
vation that “Those who can, do; those 


who can’t, teach.” In other words, 
some educators seem vaguely aware of 
the inadequacy of study and teaching 
alone as preparation for efficient par- 
ticipating citizenship in so-called de- 
mocracy. This seems to have weighed 
upon their minds and helps to explain 
the symptoms of an endeavor to com- 
pensate. 

Another cause seems to lie in the fact 
that there is and has been a widespread 
deficiency in capacity for participating 
citizenship among educators them- 
selves. Many of those most articulate 
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seem not to have understood the Ameri- 
can idea or the distinctive features of 
the American system in comparison 
with other social and economic systems. 
As a consequence they have as citizens 
taken prominent parts in the promotion 
of atavistic measures which have had 
the effect of impeding and undermin- 
ing the enterprise system upon which 
their existence depends. Here, inci- 
dentally, is the basis of the widespread 
belief that many educators represent a 
prominent segment of the “fifth col- 
umn” which has driven so hard. for 
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so-called “reform” in the United States, 
even though in many cases they have 
not realized what they were really 
doing. 

Such failings challenge the future of 
education, but they have had too the 
most serious consequences in the field 
of business. 

It is not necessary to look far to dis- 
cover that there are few business men 
who have, notwithstanding expensive 
educations, the necessary understand- 
ing of an enterprise system to protect 
and improve the American way of life. 

It is also evident that very few busi- 
ness men have any vision of the pro- 
fessional concept of leadership. Few 
indeed are prepared to recognize that 
there may be such an art as leadership 
or that there might be advantages in 
seeking out essential principles in this 
field and utilizing them for better 
leadership. Then too, and this is of 
particular importance, education has 
not prepared the present generation of 
leaders to understand the modern cor- 
poration and the nature of leadership 
when inherently it becomes a trustee- 
ship. 

Educators are not alone in evincing 
an inferiority complex. Equally ap- 
parent is the inferiority complex of busi- 
ness men in educational matters. There 
is not doubt as to the backwardness of 
business men generally in venturing to 
offer their views and experience to 
education. Most of them act as though 
there were a mystical quality in edu- 
cation beyond the ken of a layman. 
Either because of this or inertia, or both, 
they seldom exercise the functions im- 
plicit in a layman’s relation to educa- 
tional institutions in the way necessary 
to exercise the function of their relation. 
They tend to leave the determination 
of educational policies almost entirely 
to educators. Few seem to realize the 
significance of the principle that a body 
remains at rest or in motion on a 
straight line until moved or deflected 
by an external force. Few seem to have 
heard of the very old principle of 
human association—that the expert 
should be on tap and not on top. This 


is not to suggest that business should 
determine educational policies. It does 
suggest that laymen should determine 
educational policies. 

Many of those business men who do 
hazard time and attention to education 
as laymen are charged with having left 
their business brains at their offices or 
homes when they have gone to meet- 
ings to discharge their responsibilities 
to education. No doubt there are some 
grounds for charges of this character. 
They stress the fact that if men were 
even reasonably prepared for the vari- 
ous categories of leadership such things 
probably could not be said and there 
might be no rift between business and 
education. 


The Illusion of Law 


Probably the most serious illusion 
with which their education has left 
many business men is that it is possible 
to accomplish by legislation what can 
be achieved only by education. Judging 
by the acts and utterances of many busi- 


ness men for more than a generation 
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there has been a sufficient adherence to 
this illusion to cause many to take a 
prominent part in promoting legisla- 
tion really having for its purpose con- 
trol by law of one group for the benefit 
of another. Somehow they did not con- 
front the situation with the understand- 
ing that once such forces are set in 
motion they run their course and that 
political exploitation of all parties 
emerges as the main result. Somehow 
they did not realize that there is no 
Magic in government and law that can 
cure human deficiencies or its results 
in business. And all this is very old 
knowledge. 

So no realistic examination of the 
present situation or the causes thereof 
leaves leaders in any field of importance 
beyond criticism or clothed with virtue. 
All are responsible for an unholy mess 
that incompetence in the political, eco- 
nomic, educational, and spiritual realms 
during the past generation have left on 
our doorstep. 

Of course it would be more intrigu- 
ing to dwell less on the present and past 
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and more on the future. However, the 
time for that probably has not yet come. 
Few among us are prepared to accept 
and believe many of the unpleasant 
facts set out in this discussion. Un- 
fortunately, analysis must precede syn- 
thesis in any rational process. Broadly 
speaking, the United States is merely 
on the verge of analysis and no one 
knows whether or when the appropri- 
ate moment for synthesis will come. 

But it is still possible to hazard a few 
ideas about the direction of future poli- 
cy for education. 

The first and foremost need to be 


confronted in turning for a look ahead 
seems to be the necessity of preparing 
people to be followers in a system based 
on democratic capitalism. Of course, 
this does not mean that they should be 
prepared to be followers always and 
particularly not if they are able to move 
up to a position of leadership. But we 
must prepare people so that consciously 
they can be good followers while in that 
status. 

Next, and of equal importance, is the 
parallel necessity of preparing indivi- 
duals for leadership in a system based 
on enlightened democratic capitalism. 
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Related to the foregoing and prob- 
ably of equal importance is the necessity 
of abandonment by educators of the 
concept which seems to dominate pre- 
vailing educational policies at college 
and higher levels, namely: that the 
primary purpose of education is to pre- 
pare individuals to be professional edu- 
cators. 

Then too it is of primary importance 
that education establish means by 
which it can collect and distil signifi- 
cant current social and economic ex- 
perience and make it available in the 
form of standards for self-application 
by free men rather than as opportunist 
prescription of laws chiefly for the bene- 
fit of predacious authority. 


Toward Leadership 


In a society where the well-being of 
the whole people is so delicately sprung 
on technology, and it in turn on capi- 
talism, it would seem reasonable that 
education might prepare persons for 
capitalistic leadership. How to manage 
a million dollars or five million or fifty 
is no longer a question on which there 
is a dearth of experience. Young men 
succeeding to large responsibility could 
be prepared for it. In fact, it would 
seem to me that there might advan- 
tageously be one first rate college of 
capitalism. It of course could be run 
at a handsome profit. It would, how- 
ever, have to be founded on some radi- 
cally different principles than those 
essentially anti-capitalistic in effect 
which are basic in established educa- 
tional policy. 

It seems clear that, at the least, educa- 
tion as a process must be revised so 
that the grammar, high school, prepara- 
tory, college, and university categories 
are properly articulated for distinctive 
purposes or emphases within each. Cer- 
tainly during the primary and gram- 
mar school periods the main emphasis 
should be upon preparation of the indi- 
vidual to be an efficient social and eco- 
nomic unit, at least as a follower; sec- 
ondary emphasis then should be on 
detecting and fostering leadership po- 
tentialities, so that prospective leaders 
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gradually are sifted out and may receive 
the special attention needed if later they 
are to qualify for modern leadership. 

The end of the stage of mere prepara- 
tion for life and making a living in a 
modern era should be reached at the 
end of the grammar school, and 
whether persons go beyond that or not 
they should be qualified to be effective 
social and economic units, and efficient 
participating citizens in a republic, at 
least as followers. 

The emphasis on the organization 
and conduct of the educational process 
should shift in a basic way at the end of 
the grammar school period, and during 
the high school stage the primary em- 
phasis on preparation for leadership 
should set in. This should reach its 
culmination at the college stage so far 
as leadership of the executive type is 
concerned. However, during this 
period those qualified for what might 
be termed technical and professional 
leadership rather than executive should 
be identified and should continue on 


with the neces- 
sary further spe- 
cialization to fos- 
ter the flowering 
of whatever ge- 
nius they may 
have. 
Throughout 
the whole educa- 
tional adventure 
the purpose 
should be to pre- 
pare persons to 
carry forward 
and apply the 
social, economic, 
and human rela- 
tionship expe- 
rience of the race. 
Curricula should 
have a real cohe- 
rence. Elective 
and required sub- 
jects should be re- 
considered gen- 
erally and all 
those necessary to 
prepare the indi- 
vidual for participating citizenship in 
an enterprise system based on demo- 
cratic capitalism should be required. 
We should stop temporizing about 
what comes first and make certain that 
those subjects are required which the 
oncoming generation needs in order to 
carry forward and apply the social and 
economic experience of the race. Un- 





less succeeding generations do a better 
job of beginning where their predeces- 
sors left off, of what avail is education? 


Points to Emphasize 


The organizational structure of edu- 
cational institutions should be recon- 
sidered in order to take advantage of 
experience in the field of organization 
and administration. 

And this is not to say that no other 
orientation measures are necessary. 
Neither does it imply that fundamen- 
tals such as the three R’s or other essen- 
tial tools should be neglected or mini- 
mized. I merely attempt to point out 
where it seems that emphases should be 
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placed quickly and with increasing 
pressure if education is to meet the 
orientation challenge which confronts 
it now at the eleventh hour. 

The responsibility of colleges to busi- 
ness and industry is to understand the 
distinctive enterprise system of Ameri- 
ca and to proceed at once to meet its 
educational needs. The challenge to 
education is to survive. Education and 
the college as one of its primary instru- 
ments will not survive except possibly 
as minions of the ideological police of 
a totalitarian state unless the enterprise 
system survives. The enterprise system 
with all that it means to personality, 
liberty, opportunity, and the good life 
is pretty far gone. A vast reconstruc- 
tion is necessary if the United States is 
not to go on and wind up with New 
Zealand on the one hand or European 
totalitarian states on the other. 

The Chinese word for crisis is a pic- 
torial character, one part of which sig- 
nifies disaster and the other oppor- 
tunity. 

Never before have the people of the 
United States confronted opportunity 
such as that potentially before them 
today. Realization depends on wheth- 
er they take the greater path or the 
lesser path. The greater path begins 
with the recognition that the greatest 
reforms in history represent the un- 
doing of previous mistakes. If a suf- 
ficient number will strive in a genuine 
spirit of good will and co-operation to 
reestablish and rejuvenate the distinc- 
tive American system based on spiritual 
freedom, representative democracy, and 
private enterprise, the unparalleled po- 
tential opportunities which are ours 
may become real. 

The challenge to education and to the 
colleges in particular is to help enough 
people of good will to take the greater 
path, more difficult though it may be, 
and at the same time to bring all the 
resources of higher education to bear on 
the task of preparing the oncoming 
generation for life and of developing 
the kind of leadership that will enable 
a great nation to keep its appointment 
with destiny. 
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THE SECOND OF TWO REPORTS ON A DUN & BRADSTREET SURVEY OF 
PROFESSIONAL OPINION ON ACCOUNTING CONVENTIONS AND PROBLEMS 


ROY A. FOULKE 


Manager, Specialized Report Department 
Dun & BrapstreeT, INc. 


HEN the first accounting firm in the United States 

was established in 1883 accountancy was concerned 
principally with straightening out mixed up books. Not 
until the end of the last century did accounting come to be 
concerned to any substantial extent with adequate, reliable 
records. 

As these business records came to be used more generally 
by many different groups—by security holders, prospective 
investors, creditors, and business analysts—accounting 
standards became more and more desirable. Uniform 
practices gradually but continually evolved. That process 
has not ended. Accounting is still going through an evolu- 
tionary stage. 

In May 1940 Dun & Brapstreet, INc., mailed a sixteen- 
point questionnaire to four groups of carefully selected 
individuals in all parts of the country, to individuals who 
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had evidenced a serious interest in the trend of evolution 
in accountancy: bank loaning officers, financial executives 
of larger industrial and commercial corporations, mercan- 
tile credit men, and accountants. Fifteen hundred ques- 
tionnaires were mailed to each group, 6,000 questionnaires 
in all. Approximately one in four replied. 

The sixteen questions sought to determine the probable 


From an analysis of several thousand 
financial statements, Dun & Bradstreet has prepared 
annually, for the past nine years, under the direction 
of Mr. Foulke, typical ratio figures for 72 kinds of 
business. The figures for 24 wholesale and 12 retail 
trades, based on 1939 statements, appear on pages 
14 and 15. Ratios for 36 industries were presented 
in the November number. 
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character of financial: statements in 
future years. They asked opinions, for 
the most part, on the desirability of 
changes in the inclusiveness of the bal- 
ance sheet, and in reporting or account- 
ing for inventories, investments, de- 
ferred liabilities, and surplus. Answers 
to the first eight questions were re- 
ported in the November number of 
Dun’s Review. Replies to the second 
half of the questionnaire are summar- 
ized in the table on this page. The 
four questions printed at the right in 
bold type will be discussed here in 
some detail. 

As with the questions reported in the 
November issue, most of these second 
eight questions asked opinions about 
changes in accountancy which would 
involve more work, more expense, or 
at least a change in habits, forms, or 
procedures for those responsible for the 
accounting. Of the four groups, cor- 
poration treasurers and accountants 
would generally be the ones to bear the 
weight of added work, expense, or 
habit changing; bankers and mercan- 
tile credit men, through having addi- 
tional information or possibly more 
conveniently placed data, would be the 
ones to profit most directly. 

Although all groups were preponder- 
antly in favor of the questionnaire pro- 
posals, in replies to the first eight ques- 
tions the bankers and credit men were 
generally the more enthusiastic, the 
treasurers and accountants less so. In 
the answers to the second part of the 
questionnaire, this split is evident again. 
Bankers’ and credit men’s approval of 
the proposals were respectively g2 and 
go per cent; the treasurers’ and ac- 
countants’, 84 and 80. 


Should the accountant examine the 
terms of an indenture each year and 
definitely point out whether the terms 
are not being complied with? 

YEs 

Per Cent 
BANKERS: ..< 64. bo58 ~ OF 
CorPORATION TREASURERS 97 
MercanTILeE Crepit Men 98 


Agreement on this question is almost 
unanimous. A banker: “If the terms 
of the indenture are not being followed, 
then the auditor can hardly certify that 
the balance sheet fairly presents the 
status of the company.” Another 
banker observes that examining and 
reporting the terms of an indenture 
each year might help not only outsiders, 





Should every investment item (but not in- 
cluding immediately marketable securities) be 


footnotes, to show: 


B. Nature of each item (mortgage, pre- 
ferred stock, common stock, etc.)?......... 


C. Per cent of ownership, where invest- 


ment is in a subsidiary?..............+0. 


each year the terms of an indenture 


Where an indenture creates a lien on a fixed 
the alate <ueel? «ow Sos on cnciavncteees 


Should the accountant report as a current 


liability that portion of a funded debt which 


Rikdnte Ee on se ates, wratterus 


MEGUMI oos.5 sicinareims ore caanson aaa 


tions in carrying out an assignment, should 


of specific points included in the certificate? 


means ‘‘to public good’’)............ 
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PRoFESSIONAL OPINIONS ON EIGHT ACCOUNTING PROBLEMS 
IN BALANCE SHEET AND CERTIFICATE TREATMENT | 


broken down in the balance sheet or in its 


Should the accountant examine 


and point out whether the terms are 


or other asset, should this fact be disclosed in 


is due and payable within one year and for 
which no sinking fund provision has been 


Should there be a more uniform 
practice in charging items to the 
profit and loss account and the sur- 


Should the certificate state in detail 
the scope of work done, so that it dis- 
closes all limitations of an accounting 
engagement or in carrying out an 


If an accountant should disclose all limita- 


this be accomplished by having a check list 


Should the responsibility of the ac- 
countant be solely to the group which 
hired him or should there be a wider 
and more fundamental responsibility 
to the broad public good?... .(‘‘Yes’’ 


This table summarizes the second eight of sixteen questions in the DuN & BRADSTREET 
survey of accounting problems. A summary of the first eight appeared in the November 
number. Of the eight questions in this table the four in bold face (darker type) are dis- 
cussed in the accompanying text. A more complete analysis of the answers to all sixteen 
questions will soon be published by Dun & BrapstrEET, INc., in booklet form. Copies 
will be sent to the 1,503 contributors to the survey and to others who request them. 


but equally so might help manage- 
ments which sometimes unconsciously 
violate indenture provisions. A credit 
man: “Yes, this might be even more 
important to a creditor than the current 
position.” An accountant: “Unless this 
is done, an auditor has not fulfilled his 
duties.” 

Among the very few accountants 








Per CENT ANSWERING ‘‘YEs’?——————_ 
Corporation Mercantile 
Bankers Treasurers Credit Men Accountants 


gI fp. 87 78 
| 
95 86 94 86 
98 go 94 go 
97 97 98 98 
98 96 99 97 
| 
99 92 95 91 
92 87 87 91 
98 89 95 70 
87 74 88 30 
64 50 60 69 
92 84 90 80 











ACCOUNTANTS ......... 98 
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24 WHOLESALE AND 12 RETAIL TRADES—FOURTEEN IMPORT: 


(When the figures for a given ratio in a given industry are arrayed in a list according to their size, the median is) 
In this table the inter-quartile figures appear in italics and show the range of experience of the middle half of th 























































































































































































of cost or market, and United States Government securities. 
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It does not include supplies. 





ncert 
WHOLESALERS 
‘ Funde! 
Current Net —_ Net Profits Turnover Net Fixed Current Total Inventory Inventory Deby 
Number Assets to Net Profitson onNet Turnover of of Net Average Salesto Assets to Debt to Debt to to Net Covered by to Ne: 
Line oF Business of Current Profitson Tangible Working Tangible © Working Coliection Inven- Tangible Tangible Tangible Working © Current = Workin L 
Concerns Debt Net Sales Net Worth Capital Net Worth Capital Period tory Net Worth Net Worth Net Worth* Capital Debt Capital 
Ratio PerCent PerCent Per Cent Times Times Days Ratio Per Cent Per Cent Per Cent PerCent PerCent — Perce, 
: 3-97 2.50 11.27 16.48 4.64 6.46 zl VEE 6.1 21.9 83.1 66.5 43-7 55.1 Pace 
csp yond Parts and 161 2.86 1.67 6.04 7.70 3.26 4.59 44 4.8 12.7 Bae 88.5 85.7 61.8 706 Bt . 
eer 2.18 0.70 1.83 2.33 2.18 222 57 3-9 30.1 56.9 130.2 104.4 82.4 1046 F*” 
4-43 0.80 11.66 19.13 14.57 22.21 13 38.2 3-4 10.6 15.8 57-4 a 
Butter, Eggs, and Cheese 45 2.13 0.40 2.02 4.91 9.60 13.04 20 26.8 14.5 32.0 35.2 128.7 oes, 
1.74 0.0 3+ o0.16+ 0.24 4-55 7.84 34 137 46.4 65.9 roe § 205.9 Chi 
Ci Ci d 2.66 0.40 5.60 14.50 25.60 35.98 10 33.6 2:7 39.2 58.9 75.6 = 
5 oat ousiapamiata = 64 1.88 0.36 5.03 7.85 14.30 20.94 17 24.1 9.1 79.6 78.2 141.8 a 
obacco 1.58 0.14 1.21 1.92 9.61 11.85 29 18.7 27.9 1327 103.2 197.8 ines 
2.39 1.40 10.62 21.62 7.59 15.20 37 19.8 1.4 23.1 3 51.8 = 
Coal 30 1.80 0.55 3.20 7.54 5.50 13.90 54 15.0 15.5 53.1 30.8 100.6 ome 
1.53 0.14t 0.52t 088+ 4.26 5.74 92 7.7 36.7 107.5 91.6 123.9 and 
4.89 2.50 11.60 16.60 4.60 6.41 29 12.6 8.5 Be Se 45.0 35-4 Zz 
Coffee and Tea 23 2.93 0.07 0.20 0.40 2.94 5.70 37 9.0 19.2 22:3 76.2 55-4 Vool 
2:31 1.78+ 360+ 6.10+ 1.97 3-33 70 5.6 43-7 46.6 95.8 108.3 Gos 
3.83 1.60 8.21 10.18 4.94 6.43 28 8.2 2.8 25.4 53-9 47-7 - 
Drugs and Drug Sundries 68 2.77 1.10 3.88 4.17 3.27 4.30 40 5.6 8.6 38.9 78.1 72.5 
2.19 0.60 0.94 1.62 2.45 2.67 64 4.3 23.6 72.9 108.2 88.1 /-— 
3-98 1.50 7.65 9.14 4.85 5.98 47 6.9 0.9 18.7 49-9 40.1 loth 
Dry Goods 179 2.43 0.96 3.57 4.39 3.25 4.25 59 5.4 6.2 46.6 72.2 75.0 
1.96 0.50 1.32 1.36 2.31 2.90 81 4.0 16.6 79.0 94.9 110.1 — 
; RIS 1.65 8.58 12.10 4.95 7.58 39 7.8 Zia 30.2 61.1 55.9 Clott 
Electrical Parts and Supplies 70 2.52 1.40 5-44 7-20 3-91 5-24 55 6.1 9.0 53-5 73-2 85.7 
1.91 0.21 0.63 0.93 2.85 3:97 82 cre 20.1 88.4 96.1 123.7 cor 
3-24 1.10 7:35 11.30 6.87 10.33 35 7.9 2.5 23.6 64.5 43-9 Coal 
Food Products, Importers 43 2.28 0.98 4.95 6.58 5.41 6.11 50 5.6 12.5 56.9 92.1 973.4 
1.76 0.90 2.03 2.77 272 3.07 68 3-9 35-9 99.8 112.0 112.6 ia 
3.20 1.10 17.90 27.75 16.36 25.04 11 30.3 5.9 29.5 23.1 92.1 Depa 
Fruits and Produce, Fresh 36 2.05 0.80 8.30 12.80 10.61 16.07 18 19.7 26.8 48.7 41.3 140.0 
1.55 0.45 2.60 5.66 5.86 12.35 23 10.1 49-7 76.2 89.2 194.1 By 
4 3-91 1.30 9.80 12.36 7.70 9.60 20 8.8 4-4 20.4 $752 73.8 33.8 50.4 
; Groceries 275 2.68 ~— 0.69 4.20 5.64 5.70 7-50 27 7:3 14.6 41.9 96.5 94-5 56.3 86.3 
i 1.98 0.40 1.45 1.93 3.68 5.02 39 5-7 33-4 FI 134.6 125.5 76.1 106.4 
a 4:93 2.30 7.29 8.92 3.26 3.89 38 4.4 3-3 16.1 54.1 69.8 30.4 59, 
Hardware 155 3.08 0.94 ee 3.30 2.54 3-17 48 3:2 10.9 34.1 88.9 7p! 49.9 62.2 BFur | 
2.29 o.o1t 0.0 3+ 0.04t 1.97 2.38 68 aS 29.2 60.4 110.1 110.7 72.0 96.2 
3-39 2.00 12.12 13.55 6.43 6.49 42 yay p 0.8 20.5 47.8 43.1 
Hosiery 56 2.54 0.90 4.30 4.77 4.96 5.42 51 5.5 1.8 49.8 75:2 73.2 Furr 
2.03 0.47 1.40 1.50 2.91 2.98 64 4.9 4.4 85.2 102.3 115.2 
l 3-50 1.35 7:97 7:93 5.55 6.18 3 7.2 0.9 15.9 54.2 "29.2 
Hosiery and Underwear 43 2.63 0.60 2.15 2.40 3-53 4.07 51 5.3 2.4 51.0 75.3 73.5 Gros 
2.21 0.10 0.25 0.33 2.57 3.22 69 4:3 5.5 67.4 OI.7 100.4 
5.04 1.10 7.84 7.93 Bs 7.33 45 18.8 ast 22a 34.1 61.6 
Knitted Outerwear 32 3.04 0.43 2.00 2.05 4.52 4.90 55 10.1 1.9 42.7 51.2 81.9 Har 
ars 0.03 0.10 0.12 Z2'> 3:63 67 5-7 3-6 71.5 79.2 124.7 ea 
4.12 0.80 $27 8.48 6.70 9.89 45 m2 2.6 13.4 47.6 44.5 36.9 60.4 
Lumber 121 2.74 0.71 2.31 3.55 2.91 5.20 65 4.9 18.7 27.7 69.4 76.6 63.1 981 Blur 
1.79 0.23t 0.26+ o.6ot 1.10 2.60 85 3.0 42.0 52.4 90.5 103.1 DRIGE 116.7 
3-94 0.70 792 16.10 11.65 23.09 13 35.1 8.9 13.2 38.6 24.7 58.7 516 
Meat and Poultry 50 2.68 0.39 2.87 5.40 7.56 13.90 26 25.6 g2.0 31.2 55.8 41.2 I21:3 66.6 BMen 
1.74 0.12 0.60 1.37 4.92 9.47. 25 16.5 61.6 48.8 68.5 65.2 158.1 93:3 
3-59 1.20 7.34 g.11 5.71 7.55 50 8.1 2.4 29.6 43-9 52.8 58.9 536 
Paper 146 2.47 0.64 2.91 4.10 4:77 6.50 58 6.3 8.3 44.9 62.6 737 89.4 84.6 Sho 
1.92 0.20 0.63 0.78 BIg 4.05 74 4-9 257 71.4 91.3 104.2 126.9 131.2 
; ; i ; 3 ? : F 8. J 
Plumbing and Heating 4.00 1.40 6.92 9.52 4.84 6.64 42 8.1 5.3 19.7 27.8 59-3 39.2 is W 
al 106 2.54 0.56 1.70 2.84 3.07 4-53 51 5.4 18.3 41.6 69.6 79.9 70.9 9-4 ol 
Pr 1.94 0.22t 0.35t- o.70t 1.89 3.12 83 re, 41.9 72.5 TES 98.4 113.4 IIL 
t Loss. * This percentage was determined only for those lines of business and for those years in which a reasonable number of concerns had outstanding long-term liabilities. ** Part of the annual salts Bt Lo: 
were for cash and part were on charge account. To obtain an average collection period it would have been necessary to deduct the amount of the cash sales from the annual net sales and then to have we 
determined the average number of days which the accounts and notes receivable were outstanding based upon the resultant yearly charge sales. This necessary information was available in too few casts de 
to obtain an average collection period which could be used as a broad guide. . 
EXPLANATION OF RATIO ANALYSIS TERMS Current Dest—Total of all liabilities due within one year from statement date i” J Ne 
cluding current payments on serial notes, mortgages, debentures, or other funded debts. F ture 
CoLLEcTION Periop—The number of days that the total of trade accounts and notes This item also includes current reserves such as reserves for taxes and reserves for com vali 
receivable (including assigned accounts and discounted notes, if any) less reserves for __ tingencies set up for specific purposes, but does not include reserves for depreciatiol. § mis 
bad debts, represents when compared with the annual net credit sales. Formula—  F,.,5 Assets—The sum of the depreciated book values of real estate, buildings, lease’ Jy. 
divide the annual net credit sales by 365 days to obtain the average credit sales per day. ; ; ae HRS: Seegiaa Ae ae : 
i ner 7 - : s hold improvements, fixtures, furniture, machinery, tools, and equipment. tion 
Then divide the total of accounts and notes receivable by the average credit sales per ; 
day to obtain the average collection period. Funpep Dest—Mortgages, bonds, debentures, gold notes, serial notes or other obli- Ne 
rath : } ‘ ‘ itv of > > Vez m6 “me ate. 
Current Assets—Total of cash, accounts and notes receivable for the sale of mer- 8740S with a maturity of more anes —_ aie wow the statement ” ‘3 . the 
chandise in regular trade quarters, inventory, listed securities when carried at the lower INvENTORY—The sum of raw material, material in process, and finished merchandis ff wh 
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a ist dale figure, the inter-quartile range is the range between the figures one-quarter and three-quarters down the list. 
half of ncerns; the median figure, showing the experience of the middle concern, appears between the italicized figures.) 
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WHOLESALERS (Continued) 
Funde Funded 
' Debs Current Net Net Profits Turnover Net Fixed Current Total Inventory Inventory Debts 
Y toNe, Number Assets to Net Profitson onNet Turnover of of Net Average Salesto Assets to Debt to Debt to to Net Covered by to Net 
Working LINE OF BUSINESS of Current Profitson Tangible Working Tangible Working Collection Inven- Tangible Tangible Tangible Working Current Working 
Capitals Concerns Debt Net Sales Net Worth Capital Net Worth Capital Period tory Net Worth Net Worth Net Worth* Capital Debt Capital* 
Per Cer Ratio Per Cent PerCent Per Cent Times Times Days Ratio Per Cent Per Cent Per Cent Per Cent Per Cent Per Cent 
—  ——o 
SS aor 1.40 6.70 ye: 4-75 5.08 51 5 1.0 16.3 43-7 37-5 
708 hoes, Men’s and Women’s 39 3.65 1.08 3.60 4.21 3.30 3.80 61 5.0 8.4 30.3 63.3 67.8 
=... 2.57 0.4 3+ 1.30t 1.49+ 3.04 3-39 80 4.2 20.2 54-9 85.8 93.2 
iene cael 3.66 0.52 4.60 4.90 9.12 9.93 44 11.6 Pe | 25.6 45.1 53-4 
ee eli Cae ae 1.85 1.95 4.90 5.40 50 8.3 4.0 55.7 67.8 82.9 
aa) Children's 1.86 1.42t 5.70t 6.10+ 3.97 4.30 5 2 4.2 5.6 92.8 114.6 134.7 
eee 
2.23 1.30 12.20 17.50 9.56 13.42 28 9.2 4.8 54.5 93.6 86.5 . 
‘ines and Liquors 65 1.64 0.90 5.81 8.09 6.60 8.80 41 i 9.8 105.9 118.9 IIT.5 
ne 1.40 0.17 0.62 0.97 3-55 5.65 55 4.8 29.1 174.6 159.1 135-3 
p Bi p , ‘SEF 1.90 14.80 18.91 7.75 9.96 41 23.5 1.9 Ei’, 21.5 73-4 
pa a Coats, Suits, 37 2.35 1.50 8.31 10.90 5.60 7.19 55 16.4 4.6 55.3 42.3 108. 
ee i se 1.94 0.80 2.50 S55 3.92 4.09 83 8.9 16.7 75.3 74.7 176.4 
ar eae 2.26 0.75 5.82 6.18 7.58 8.28 38 7-3 0.5 67.9 69.5 84.1 
pose and Worsted Piece 2 1.70 0.47 2.70 3.56 5.64 6.90 66 4.8 1.6 118.4 96.2 129.5 
es Goods 1.57 0.20 0.59 0.70 3.46 3-49 86 2.2 2.9 146.2 120.8 172.6 
RETAILERS 
—. 4-37 6.90 13.83 15.64 2.04 2.25 150 9.5 2.9 F342 19.8 71.7 
Clothing, Installment 47 3-39 3.89 5.77 7.00 1.53 1.80 190 7.1 7-7 33-4 27.3 127.1 
2.23 1.30 1.50 1.80 III 1.34 284 6.1 18.9 59.2 ae 34.4 202.3 
— 3-74 3.20 10.57 13.99 3.27 4.86 ** 4.8 7.9 19.4 63-3 66.9 36.3 82.3 
Clothing, Men’s and Boys’ 94 273 2.39 5.67 8.76 2.46 3.84 bs 3.6 15.8 37-5 83.7 93.8 60.5 113.5 
1.97 0.80 Paz 1.61 1.45 2.33 bs 2.9 38.1 65.4 93.6 123.8 84.8 1 36.0 
— 4.81 3.10 8.60 24.69 2.79 8.02 45 20.0 19.4 9-3 22.0 73-3 
Coal 24 2.58 2.29 4.29 11.50 1.86 5.02 58 13.6 57.7 21.0 34.5 100.9 
1.60 2.62+ 2.62+ 5.8ot 1.00 2.20 84 8.4 8 3. 53.6 78.4 181.5 
—. 4.58 4.76 8.58 16.91 3-33 5.32 -* 78 ig 13.1 50.3 52.7 41-6 72.9 
Department Stores, All 353 3-19 2.03 5.57 8.74 2.35 4.28 = 6.2 34.9 24.3 73.8 70.6 60.6 94.8 
2.43 0.67 1.64 2:35 1.86 3-13 =” 4.5 57.4 41.8 106.0 93-4 85.9 136.1 
_._ Ff By Size (Tangible Net Worth) Classes—Medians Only 
J Under $200,000 120 2.95 1.34 3.30 5.10 2.48 3.79 *e 45 19.7 35-5 80.5 87.3 51.9 119.5 
86.3 $200,000 to $500,000 84 3.52 1.60 3.60 7.20 2:23 4-53 = 6.5 23-4 23.7 81.4 69.1 61.6 96.1 
06.4 Over $500,000 116 3.75 2.60 6.21 11.50 2.35 4.40 = 7.3 403 19.5 72.1 58.7 64.5 92.7 
519 4.24 3-30 9.90 14.83 2.96 4-44 + 7.8 3.8 11.5 RI. 39-5 
62.2 BFur Garments 33 2.98 1.42 3-42 4.66 2.40 3.20 ba 5.2 10.3 31.8 54.4 wi 
96.2 1.84 0.30t 0.50t 086+ 1.65 2.92 wi 4.2 22.1 68.3 ee 75.9 1 36.0 Sie 
5.01 5.50 12.98 F255 1.86 225 178 6.4 4.1 14.3 66.4 18.9 58.4 70.9 
Furniture, Installment 192 2.17 3.03 5.02 5-94 1.38 1.77 235 5.0 433 ga 84.1 29.7 119.1 101.9 
Sr 2.26 0.98 1.01 1.30 1.03 1.35 285 3:9 387 56.8 88.6 47.1 171.1 132.4 
2.58 1.50 12.93 21.16 8.06 15.03 bie 11.9 27.7 25.2 83.8 84.4 43-9 86.8 
Grocers (Chain) 20 1.85 122 8.39 15.50 6.37 11.74 “= 10.4 34.4 53-5 86.7 125.1 71.9 109.0 
ae 1.38 0.22 1.25 1.80 5.28 8.27 + 8.1 77-9 8 3.4 141.6 178.3 96.0 170.0 
3-54 4.10 9.04 17.81 2.19 4.23 bis 4-5 a5 7.1 64.1 16.1 
Hardware 30 2.70 3.01 5.21 8.37 1.82 2.96 ** 3.2 435 26.9 87.2 45-5 
am 1.82 1.03 1.20 2.20 1.11 PYF os 22 64.3 53.8 143.3 81.1 
4 5.62 4.20 9.15 15.80 2.20 3:77 46 5.6 21.8 8.7 30.6 50.1 23.7 57.2 
‘Tt Lumber 81 3.28 2.40 3.99 6.86 1.62 3.10 75 3.8 30.6 19.5 91.5 59.5 59.8 2.6 
Phe 2.34 1.10 1.21 2.18 1.07 1.75 114 Rel 47.0 42.5 92.0 82.2 116.8 113.8 
: ee 3.80 4.50 13.3 16.80 2.96 3:74 bike 3-4 6.3 18.8 76.2 31.2 
© §Men’s Furnishings 32 2.87 2.70 6.00 7.52 2.18 2.75 bes 3.2 16.9 37.5 109.5 48.8 
3 2.01 0.40 0.48 0.91 BE? 2.10 its 2:§ 33.6 62.4 138.9 75.9 
6 
5 Ty : 3.98 2.30 14.34 14.67 6.15 6.24 sais 5-1 5-4 15.1 84.7 19.4 
$y loes, Men’s and Women’s 33 2.96 1.05 3.06 4.50 2.90 4.30 i 37 17.5 35-4 108.4 38.2 
~ 2.62 0.30t 0.59t 0.77t 23 2.85 bali 2.4 25.4 51.2 146.6 57.8 
Vv ; ; 3.20 1.80 8.84 14.73 4.92 8.34 = 10.9 10-9 24.9 4l.1 46.3 69.1 93-3 
| omens Specialty Shops 169 2.59 1.31 4.64 7.82 3.38 6.60 ** 8.6 24.7 43.1 87.1 69.7 103.3 106.3 
a 2.00 0.25 0.25 0.35 2.10 4.24 wins 4.5 41.4 63.3 111.9 101.2 137-9 139.6 
, tLoss, * This percentage was determined only for those lines of business and for those years in which a reasonable number of concerns had outstanding long-term liabilities. ** Part of the annual sales 
piss for cash and part were on‘charge account. To obtain an average collection period it would have been necessary to deduct the amount of the cash sales from the annual net sales and then to have 
' “etermined the average number of days which the accounts and notes receivable were outstanding based upon the resultant yearly charge sales. This necessary information was available in too few cases 
to obtain an average collection period which could be used as a broad guide. 
Net Prorrrs—Profit after full depreciation on buildings, machinery, equipment, furni- | Net Workinc Caprrat—The difference between the sum of the current assets and the 
— pon and other assets of a fixed nature; reserve for taxes; reduction in the sum of the current debt. 
aiue of inve , - oe “Sas eS ccaniie 4 ehtc: ‘ ye 
ai coe rad —— Boag izapte low hi ae offs he bad ii all TancisLE Net WortH—The sum of all preferred stocks (if any) and common stocks, 
: ACEEEE RE RCS Se SES, Cee ee ee surplus, and undivided profits, less any intangible items in the assets, such as good-will, 
WAY Si ini Fie datas eabianes Gk teidiness tidied tea 365 days net after deduc- trade-marks, patents, copyrights, leascholds, mailing lists, treasury stock, organization 
tons for returns, allowances, and discounts from gross sales. expenses, and underwriting discounts and expenses. 
y , : aT JRNOVER OF TANGIBLE Net W —Th tient obtained by dividing the annual 
~ SALEs To InvENTory—The quotient obtained by dividing the annual net sales by pier aay —— nest gy er ee oy ee as 
© statement inventory. This quotient does not represent the actual physical turnover 7 y & ta 
TURNOVER OF Net Workinc Capitrac—The quotient obtained by dividing the annual 


= Would be determined by reducing the annual net sales by the percentage of gross 
Prot, and then dividing the resulting figure by the statement inventory. 





net sales by the net working capital. 








who disagreed, one suggests that an 
auditor “has no authority to enforce or 
notify third parties directly, so its 
| pointing out indenture terms not be- 
ing complied with] value is doubtful.” 
Among accountants too is a small 
group who declare that the problem is 
frequently a legal one. For example, 
“The accountants should leave any 
legal matters for the lawyers.” Again, 
“This is an illustration of where legal 
and accounting activities have a border. 
I think it well to get an opinion from 
the legal department of a company, 


where possible.” 


Do you believe that there should be 
a more uniform practice under which 
items would be charged to the profit 
and loss account and the surplus ac- 


count? 
YES 
Per Cent 
re . g2 
CorPORATION TREASURERS 87 
MERcANTILE CrepitT MEN 87 
ACCOUNTANTS .......... I 


All four groups are nearly even in 
favor of putting all charges through 
the profit and loss account rather than 
through the surplus account. And 
in all four groups the reasons both for 
and against are virtually identical. 
Those in favor of uniformity seem to 
fear chicanery. Those against feel that 
here too circumstances alter cases. 

Notes on chicanery include a bank- 
er’s: “Too many times charges may be 
made to surplus which are really profit 
and loss, and thereby the business judg- 
ment of the management is not re- 
vealed in operations;” a treasurer’s: 
“More operating losses are buried by 
such practice than any way I know. I 
always look upon surplus charges as 
cheating, and they usually are;” an ac- 
countant’s: “I view the surplus account 
as a dangerous repository for items that 
are for some reason not desired to be 
charged to profit and loss.” 

Typical of the negative replies is: 
“Individual opinion should rule.” Un- 
der such a policy, of course, uniformity 





would be impossible, for opinions al- 
ways differ. Some credit men answer- 
ing the questionnaire attempt to hurdle 
this difficulty by reasoning that all items 
resulting from the normal course of 
business during the year under review 
should be charged to profit and loss, 
and all extraordinary items or charges 
from previous years should be made to 
surplus. Under this practice, however, 
one could be misled when examining 
the reported net profits for earlier years 
where charges which were overlooked 
or which developed in the future, were 
made to surplus. “Too many com- 
panies accumulate items for a period 
of a year or two and then charge them 
off against surplus rather than against 
operations for the particular year.” 


Do you think the certificate should 
state in detail the scope of the work 
done in connection with an assign- 
ment?. At present identical clauses are 
used by different accounting firms but 
the scope of examination or audit made 
by each may not be the same.. In short, 
do you think the certificate should dis- 
close all limitations of an engagement 
or in carrying out an assignment? 

YEs 

Per Cent 
EE ae ee 98 
CorporaTION TREASURERS 89 
MERCANTILE Crepir MEN 95 
ACCOUNTANTS .... 70 


Understandably, perhaps, the ana- 
lysts of financial information, bankers 
and credit men, are most desirous of 
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more detailed reports. The treasurers, 
whose corporations are informed about, 
are a little less enthusiastic, and the 
accountants least so. 

Certificate-weary bankers are several 
of them critical nearly to the point of 
sarcasm, implying that figure-conscious 
accountants are inclined in certificates 
to be too economical in the use of 
words, inclined to side-step by delicate 
phrasing topics which would be of con- 
siderable interest to creditors. “We 
think it is very essential that the cer- 
tificate state in detail the scope of work 
done in an assignment. We realize 
that most accountants are very shrewd 
about, their certificates and very often 
qualify their statements to the extent 
that they have little value. They should 
also disclose the limitations of their en- 
gagements in carrying out an assign- 
ment.” “Yes, this is highly important. 
As things stand, all certificates are 
taken with three grains of salt.” 

Among corporation treasurers an- 
swering the questionnaire are several 
who approve of explaining the scope 
of an audit in greater detail only if the 
certificate may still be kept brief. A 
somewhat smaller group replies that 
brevity is at the root of present mis- 
understandings. “Brief report is an 
attempt by auditor to permit himself 
to hedge as much as possible and there- 
by avoid responsibility. It is no longer 
a certificate and certifies to nothing. 
[Would be] nice if auditors would in- 
dicate exact scope. They have, how- 
ever, standardized on a group of words 
without much meaning.” 





ELON” ig MI 














The problems of what the accountant 
should write in his certificate and how 
to write it have been under constant 
discussion for a great many years. Re- 
plies of accountants to this question in- 
dicate a great diversity both in opinion 
and in practice. 

There are those who agree, “The 
scope of work done should be definitely 
stated;” those who disagree, “The cer- 
tificate would be too cumbersome;” 
and those who believe in middle-of-the- 
road disclosures, “It should be sufficient 
that the certificate disclose exceptions 
from what would under the circum- 
stances be the usual scope of the audit.” 

Finally there follow a group of “die- 
hard”~ accountants who believe they 
should be trusted as one trusts a physi- 
cian. “No, after all we would not ex- 
pect the surgeon to explain to us just 
which arteries he found it necessary to 
tie up. We expect him to do a reason- 
ably creditable job to the end that the 
patient may live, telling him what he 


thinks he should know.” 
I? 

Up to the present time accountants 
in the United States have been largely 
employed by operating managements. 
At the present time there is consider- 
able agitation to the effect that the em- 


ployment should be made by the mem- 
bers of a board of directors who are not 











EWING GALLOWAY 


officials of the corporation. In any case, 
should the responsibility of the ac- 
countant be solely to the group which 
hired his services or should there be a 
wider and more fundamental responst- 
bility to the broad public good? 


————_P ER CENT 
FAVORING RESPONSIBILITY TO 


Manage- Stock- 
ment Directors holders Public 
BANKERS 7 22 7 64 
TREASUKERS 19 22 9 50 
Crepir MEN 14 17 9 60 
ACCOUNTANTS 9 7 15 69 


Of all groups of respondents to the 
questionnaire the accountants have the 
largest percentage favoring responsi- 
bility to the public. As one accountant 
succinctly put it: “He is a Public Ac- 
countant.” 

Replies of bankers, corporation trea- 
surers, and mercantile credit men also 
endorse responsibility to the public over 
any other responsibility. Those who 
hold that the first obligation is to man- 
agement argue that “Officers know best 
what accountants can do with a job.” 
“Management knows better than most 
boards of directors what they require 
of an audit. The scope of the work 
could be spread in detail on the minutes 
of the corporation so that the board 
would know and have an opportunity 
to approve or disagree.” 

Others are skeptical of the feasibility 
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of general responsibility: “Even an ac- 
countant must eat, and therefore he is 
responsible to those who hire him.” 
Again: “Accountants are only human 
and naturally remember they are hired 
and may be hired again by officers. Too 
bad they can’t be hired by an outside 
agency as bank examiners are.” 

A credit man reaches toward the 
same ideal of impartiality in a reply 
that declares: “The English method is 
better. Each firm or corporation hires 
a chartered accountant when the busi- 
ness is organized. (The stockholders 
really do it.) He is responsible to the 
public. And so great is his realization 
of his responsibility that the British In- 
come Tax Commission does not have 
field auditors.” 

Three frank replies by accountants 
are characteristic of the reasons they 
cite for not wishing to be responsible 
alone to business management: “Ac- 
countants naturally feel a responsibility 
to the public at large but are handi- 
capped by a responsibility to the parties 
employing them. Auditors should have 
the stamp of approval of some one other 
than the employer, such as the principal 
creditor.” “The accountant should not 
be responsible to the management. 
This one fault, if cured, would elimi- 
nate all faults.” “Auditors should 
represent creditors and stockholders in 
so far as financial statements are con- 
cerned, but must co-operate with man- 
agements with respect to financial ad- 
vice, tax guidance and system work. 
Generally speaking, the more carefully 
creditors and stockholders insist upon 
good auditors the better for all con- 
cerned.” 

A fourth reply recognizes too the 
importance of accountancy to our 
everyday life. “The social aspects of 
accountancy are coming more and 
more to the fore. I think that manage- 
ment is becoming more conscious of the 
fact that it occupies a trustee relation- 
ship with respect to funds which it is 
administering. Accountants should 
recognize that their responsibility, 
while direct to those engaging their ser- 
vices, is a responsibility to the public.” 
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J. K. LASSER 


HE excess profits tax was suggested 

to the Congress on July 1 as a mea- 
sure to avoid the creation of what the 
President termed “a new crop of mil- 
lionaires who would secure abnormal 
profits arising out of the National De- 
fense Program.” 

Mr. Roosevelt urged: (1) that a 
steeply graduated tax be applied both 
to individuals and corporations to curb 
excess profits; (2) that the defense pro- 
gram could move along more rapidly 
if the restrictions contained in several 
measures limiting the net income of 
corporations at work on Government 
contracts could be diminished; and (3) 
that contractors should have some rea- 
sonable basis upon which to amortize 
against taxes any investments assumed 
to supply facilities for the national de- 
fense. 

Congress had already increased in- 
come taxes upon individuals during 
1940 to a basis approximately 4o per 
cent higher than the average brackets 


What the New 
EXCESS PROFITS TAX 
REQUIRES and PERMITS 


existing in 1939. It also had moved 
corporate income taxes up to 20.9 per 
cent of income. 

Hearings were begun with Treasury 
proposals for the excess profits tax law 
early in August; they extended through 
September. The compromise bill was 
finally passed by the Congress on Octo- 
ber 8, 1940. During its hearings, Con- 
gress found business generally recon- 
ciled to the necessity of higher taxes to 
defray national defense measures. 
Moreover, while it was besieged with 
testimony as to the process to be used 
in creating its plan to recapture defense 
profits, it found no real aversion on the 
part of business to the theory of an ex- 
cess profits tax. 

Possibly it is a tribute to the demo- 
cratic process that the completed law 
took three months to design. It was 
the result of extended controversy and 
oratory upon many provisions which 
would have had consequences diamet- 
rically opposed to those desired in par- 
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ticular industries or even in certain 
corporations. 

Experts suggest that the yield to be 
secured from the bill will be something 
less than $225,000,000, based upon esti- 
mated national income at this time of 
about $75,000,000,000. At the moment, 
therefore, the tax is not a particularly 
important factor when matched against 
the $19,000,000,000 already authorized 
for defense measures and the $6,000,- 
000,000 to $8,000,000,000 annual charge 
which may be necessary for defense. 

But the tax is aimed at something be- 
yond present income. Treasury experts 
seem to have calculated that the nation- 
al income will be at least $90,000,000,- 
ooo and perhaps $100,000,000,000 in the 
next year. During that time they feel 
that at least two billions annually will 
be subject to the excess profits tax and 
therefore, under the law, that about 50 
per cent would be recaptured and con- 
tributed to the defense program. 

Even under such calculations, the 
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new tax will fall far short of revenue 
requirements. Possibly it will be in- 
creased. As it now stands, the total tax 
to be paid by corporations is actually 
greater than that in the period from 
1917 to 1921 when we were attempting 
to pay part of the World War costs 
through extreme levies upon corpora- 
tions. Under the present law, we start 
with a much higher normal tax; it 
has now been raised to 24 per cent on 
the earnings of corporations when their 
income is over $25,000. In 1917 and 
1918 it was 6 to 12 per cent. Giving 
effect to both the excess profits tax and 
the normal imposts, the top brackets 
reach 62 per cent of income which com- 
pares with similar brackets in 1917 of 
62.4 per cent; in 1918 of 69.2 per cent. 

While these rates seem comparable, 
the method by which excess profits 
taxes are now calculated is quite differ- 
ent from that of the old law, and trial 
calculations indicate that the actual tax 
in dollars will be considerably more 
than that which would have been paid 
under the old law. That is because 
the measure of graduation under this 
law is definite dollar sums, while under 
the World War taxes we were dealing 
with percentages of invested capital. 
The higher brackets were only occa- 
sionally reached by the average-sized 
company. 


Taxes and War Profits 


Whether the impact of these rates 
will produce the income budgeted by 
the Congress is a problem for the econo- 
mists. The amount available for a 
Federal tax upon profits seems ma- 
terially less than that during the old 
World War. For one thing, the burden 
upon corporations for all kinds of other 
taxes were then fractions of the present 
cost. But more important, we may well 
question whether business can again 
produce the type or quantity of war 
profits and profiteering that were so 
prevalent from 1916 to 1921. Then 
extraordinary earnings were chargeable 
to the disorganization of the price struc- 
ture as a result of competitive buying 
among the Allies, the lack of credit 


expansion, and the relatively insignifi- 
cant unemployment. 

Today the behavior of prices is likely 
to be different in view of the existence 
of organized buying of war supplies, 
the great care with which domestic de- 
fense purchases are being supervised, 
the control over prices attempted by the 
Government in so many quarters, and 
the fact that we have not yet seen the 
basis for eliminating unemployment. 
It is particularly interesting to note that 
wholesale price levels have not changed 
materially since the beginning of the 
war in 1939. They advanced uninter- 
ruptedly from 1916 to 1920. 

The Excess Profits Tax Act com- 
pleted by the Congress has been severe- 
ly condemned by experts and politicians 
as an “imponderable mess,” and one 
“penetrating more deeply into the wil- 
derness of incomprehensibility than we 
have ever taken the American taxpayer 
before.” Others condemn it as so 
complicated that it will be a source of 
revenue only for the accountants and 
lawyers who will have to be hired by 
every taxpayer to guess at its meaning. 

But a fair quantity of study seems to 
force experts to rise to its defense and 
to admit that the measure on the whole 
is a reasonable and fairly workable 
document. Certainly it is a great deal 
better than what was expected in the 
light of the pressure upon its framers 
and the political expediencies that in- 
fluence legislation in an election year. 

The new excess 
profits tax differs 
from its predeces- 
sor in fundamen- 
tal concept. Asa 
result of expe- 
rience with the 
earlier law it 
recognizes that 
there are twotests 
to measure nor- 
mal profits if seri- 
ous inequalities 
and hardships are 
to be avoided: 
(1) the average 
earnings before 
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the inauguration of the defense pro- 
gram; (2) the return which should 
normaily accrue to any well-managed 
enterprise. 

The first test, too, concedes that a 
great deal of corporate profits depends 
on the ingenuity, courage, skill, and 
effort of individuals rather than on the 
capital invested in an enterprise. An 
election to use either method is vitally 
essential in any taxing scheme which is 
based upon so artificial a concept of 
capital as that used in the second 
method. It is based upon the amounts 
originally paid in by stockholders 
rather than the present fair value of 
corporate assets. Thus, it gives no 
recognition to the fact that a great ma- 
jority of present holdings in corpora- 
tions were acquired at a far different 
price than the amount put up by those 
who organized the company. Thus a 
tax based upon invested capital may 
give one individual owner of stock an 
opportunity to earn a high percentage 
on his investment, whereas another 
could earn but a pittance. 

The excess profits tax applies only to 
corporations. Partnerships were ex- 
empted since individuals were already 
subject to heavy surtaxes in the new 
1940 laws and since the invested capital 
of individuals and a partnership would 
be too difficult to determine in a law 
offering the alternative of a tax based 
on income or invested capital. 

Basically, therefore, this new act 
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offers the right to have the excess profits 
tax based upon the earnings in years 
beginning January 1, 1940, which are 
in excess of: (1) 95 per cent of the aver- 
age earnings in the base years (gener- 
ally 1936 through 1939) plus or minus 
some minor additions or deductions in 
the event that there are capital changes 
during the taxable year; or (2) 8 per 
cent of the daily average invested capi- 
tal of the company calculated as of the 
beginning of the taxable year (gener- 
ally as of January 1, 1940). Invested 
capital is composed of the money or 
property paid in to a business for its 
stock, its accumulated earnings, 50 per 
cent of its borrowed capital, less an 
adjustment intended to take out of the 
capital such assets as stocks of domestic 
corporations and Government bonds, 
since the dividends and interest are 
wholly or partially exempt from all 
taxes. 

For four classes of corporations, ac- 
cording to the amount of normal tax 
net income, the tax rates (percentages) 
are: 


Less THAN $25,000 Tax Rate 

Per Cent 

First $5,000 14.85 

emt wgo00........... 16.50 

Next 5,000. 18.70 

$25,000 To $31,964.30 

First $5,000 14.85 

Next 15,000. 16.50 

Next 5,000......... 18.70 

Next 6,964.30 ' 38.30 
$31,964.30 To $38,565.89 

First $5,000 15.40 

Next 15,000. 16.90 

Next 5,000... 18.90 

Next 13,565.89 36.90 
More THAN $38,565.89 

All .. 24.00 


The scale of taxes on excess profits is 
briefly this: 





Thus cumulative excess profits taxes 
will run: 


Excess Profits Tax 
5 cats sp aeee aoa soe $5,000 
50,000 re eee ee I 4,000 
SOLS Re Per 31,500 
SS ROL REC TC ee 91,500 
500,000.................... 204,000 


Thus, in simplest terms, corporations 
having a large amount of invested 
capital in relation to earning power will 
generally prefer to compute excess 
profits taxes by the invested capital 
method, and corporations having rela- 
tively little invested capital in relation 
to earnings will generally prefer to com- 
pute the tax by the average past earn- 
ings method. The practical operation 
of the excess profits tax is indicated in 
the tables on pages 23 and 24. 


Amortization 


As a result of the insistence of indus- 
try serving the Government in its de- 
fense operations, the law contains pro- 
visions that in calculating taxes facilities 
which can be certified to be necessary 
for national defense may be amortized 
over a period of five years or for a 
lesser period in the event that the de- 
fense emergency should end before that 
time. Emergency facilities are limited 
to land and equipment acquired after 
June 10, 1940, and certified to by the 
Government as an essential investment. 
As a general rule, the provisions are 
extremely liberal and contain a great 
many options affording taxpayers 
simple relief from taxes in the event 
that they make the necessary invest- 
ments in defense facilities. Much time 
was spent by Congress in creating a 
guide for companies contemplating 
new or expanded facilities which 
would encourage investment on the 
basis that it could be amortized at the 


1. If the income of the current year 
(usually the calendar year 1940) hap- 
pens to include any unusual items, such 
as awards, judgments, receipts under 
long term contracts, or receipts from 
discoveries or research or development 
over a long period, then the abnormal 
income taxed for excess profits tax in 
this year is that portion which can be 
fairly attributable to this year. 

2. If the equity invested capital as de- 
termined under the law cannot be cal- 
culated, then the Treasury is empower- 
ed to make a calculation, based on cost, 
of the assets of the company, less its 
debts. Thus, the assets can only be 
valued at the amount that would be 
used by the corporation if it were to sell 
assets at a loss. Generally that is the 
figure each company has already built 
up for depreciable assets to determine 
depreciation on tax returns. Some- 
times it may be a predecessor com- 
pany’s or person’s cost. 

3. In addition, the law seems to give 
the Treasury broad powers to revise the 
income or capital if there are other 
abnormalities. These sections seem 
quite like those in the former excess 
profits law which provided opportunity 
for many pleadings that the excess 
profits tax was unduly harsh. Probably 
the great host of precedents built up in 
those cases will now be used by experi- 
enced tax advisors to urge that the tax 
assessed under the normal rules ex- 
plained in the tables should not apply 
where they seem to produce inequities. 


Service Corporations 


As a result of insistence by service 
companies actually being conducted by 
stockholders (the capital of which com- 
panies is not a material factor in pro- 
ducing income) that these companies 
ought to be taxed as partnerships, some 
sections permit personal service com- 





Excess PRoFits Tax + 

Dollars Per Cent Dollars option of the contractor over its useful panies to be exempt from the excess 
First 20,000... . 25 5,000 life or the emergency period. profits tax providing the stockholders 
Next 30,000 30 9,000 The law affords relief from its high take up the entire corporate net income 
Next 50,000. . 35 17,500 excess profits tax rates in three interest- of the year into the individual tax re- 
Next 150,000... . 40 60,000 ing clauses which will be the basis of _ turns as if it had been distributed to 
Next 250,000. . . 45 112,500 considerable thinking, calculation, and them. This relief will be of measurable 
Over 500,000... . a} 4oe8 conversation: benefit in many instances where busi- 

[ 20 ] 

DUN’S REVIEW F OR DECEMBER I 9 4 0 











ness is actually conducted as a partner- 
ship and where the technical definition 
of a personal service corporation can be 
met: where 70 per cent of the stock is 
owned by those producing its income 
and where capital is not of importance. 


Corporations have not been per- 
mitted to make consolidated income 
tax returns since 1933. But this law 
now permits a consolidated group to 
file a single excess profits tax return for 
the affiliated companies if they choose 





THE Two METHODS FOR COMPUTING THE 
ExcEss PROFITS TAX 


Average Earnings Method 


Companies in business before Jan. 
1, 1940, or those which had predeces- 
sors in business on that date regard- 
less of the time they were in business 
before that time. 


WHAT THE 


To tax the earnings in 1940 and 
later years in excess of the earnings 
of the so-called normal years of 1936 
| to 1939. Thus, a company gets a 
| credit against income of: 





1. Ninety-five per cent of the aver- 
age base period income—broadly, the 
average for the years 1936 to 1939; 


2. Plus 8 per cent of the net capi- 
tal additions in 1940; 


| 3. Less 6 per cent of the net capital 
reductions in 1940; 


4. Plus $5,000. 


How To ArRIvVE AT 1940 


Decrease the income calculated for 
the normal tax by: the Federal nor- 
mal tax on the 1940 income; the net 
of long-term gains on capital assets 
or depreciable property; income or 
premiums on the discharge of certain 
obligations; recoveries of any bad 
debts; refunds of AAA taxes; all 
dividends from domestic corpora- 
tions; certain abnormal income that 
is fairly allocated to prior or future 
years. 


Increase the income by: any losses, 
| deducted in computing the normal 
| tax, resulting from the sale or ex- 

change of capital assets held for more 
than 18 months. 





Wuo May Use Turse METHOoDs 


Law INTENDS 


Earnincs SuBjEcT To Tax 


Invested Capital Method 


All corporations may use this 
credit. Companies failing to file a 
timely return must use it. 


To allow a corporation a fair re- 
turn upon its equity and borrowed 
capital and to tax the balance at the 
excess profit tax rate. Thus the law 
gives a credit against earnings of: 


1. Eight per cent of the invested 
capital at the beginning of the year; 


2. Plus or minus 8 per cent of any 
changes in invested capital during 
the year; 


3. Plus $5,000. 


Decrease the income calculated for 
the normal tax by: the Federal nor- 
mal tax on the 1940 income; the net 
of long-term gains (such losses are 
added back); income or premiums 
on the discharge of certain obliga- 
tions; recoveries of any bad debts; 
refunds of AAA taxes; all dividends 
from foreign or domestic corpora- 
tions; any abnormal income fairly 
allocated to prior or future years. 


Increase the income for: any capi- 
tal losses deducted in computing nor- 
mal tax income; interest on tax-free 
bonds if you elect to include bonds 
in invested capital; 50 per cent of any 
interest paid on borrowed capital. 
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to do it. Affiliated groups, however, 
can include only those where 95 per 
cent of the stock (except non-voting 
stock which is preferred and limited as 
to dividends) of the subsidiaries is 
owned by one or more members of the 
group. Whether or not this section is 
of use to consolidated groups depends 
entirely upon calculations testing the 
excess profits credit that would be al- 
lowed individual companies and the 
consolidated group. 
Minimizing the Tax 

Only very general comments can be 
made at this time for those who will 
study the excess profits tax seriously to 
find the manner in which the levy can 
be held to the lowest permissible base. 

Of particular importance is the elec- 
tion as to whether a company will com- 
pute its tax under the invested capital 
or base period earnings credit. Once 
elected, a corporation may not use the 
other credit that year. It is essential 
that extremely detailed calculations be 
undertaken long before the return is to 
be filed in March, 1941, to insure that 
a company has selected the basis which 
will give it the lowest possible tax. That 
may take expert study since every tax 
return has many controversial elements. 

If, for instance, a company has base 
period earnings of $50,000 and pre- 
sumes that it has invested capital of 
$1,000,000, it will naturally select the 
base period earnings method since it 
will get a credit of $80,000, while the 
invested capital method will give it 
only $47,500. But if it turns out that 
invested capital is incorrectly computed 
and should be only $500,000, the credit 
will be $40,000. That would be lower 
than the relief which would have been 
obtained using the earnings basis. It 
will not be possible to change the basis 
of the credit after the return is filed. 

This type of a law will naturally sug- 
gest that a great many corporations 
ought to be converted into partnerships 
or proprietorships. Sometimes that can 
be done without the result of additional 
taxes to the stockholders upon the 
liquidation; a tax which is a maximum 
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THE INCoME in base years is the in- 
come used upon the normal tax return 
in those years less the income tax for 
those years, less any amounts included 
as income in connection with retire- 
ments of obligations, long-term gains, 
and dividends received from domestic 
companies. There is then added back 
to income any of the following which 
were charged off in the returns in any 
of the base years: 


1. App: Capital stock at the begin- 
ning of the year 


But include in “capital stock” only: 
the net cash proceeds realized by the 
corporation from its sale; the fair value 
of unpaid enforcible notes in sales; 
stock issued for property to the extent 
of the fair market value of the prop- 
erty, (or the value of the stock) except 
when it was issued in a tax-free re- 
organization—then use the cost of the 
property to the person getting the 
stock; reduce stock issued for services 
to the value of the services. 


2. App: Paid-in surplus at the be- 
ginning of the year 


Paid-in surplus resulting from con- 
tributions by stockholders, such as: 
cash paid on assessments or calls; gifts 
of cash; cancellation of money due 
stockholders by a corporation; divi- 
dends declined; bargain purchases 
from stockholders (include the differ- 
ence between the value of the property 
and the consideration paid to stock- 
holder); debts paid by stockholders; 
cancellation of salaries, interest, or 
rent due (but in those cases the cor- 
poration may have taxable income); 
if the paid in surplus is property other 
than cash, the amount included is 
usually the stockholder’s costs. 


3. App: Earned surplus at the be- 
ginning of the year 


This usually is earnings or losses of 
a company for each year of corporate 
existence, but if, after making a com- 
plete calculation an operating deficit is 
disclosed, the deficit may be elimi- 
nated. (It cannot reduce equity capi- 
tal.) But it must be an operating 
deficit. Tax returns of prior years may 
not give the whole story. Therefore, 
calculations can generally be made ac- 


GENERAL FORMULAS TO 
CAPITAL” 


DETERMINE “AVERAGE EARNINGS” AND “INVESTED 





FOR THE New Excess PROFITS TAX 


AVERAGE EARNINGS 


1. Losses arising from thefts, demo- 
lition, abandonment; losses of useful 
value of property from fire, storms, 
shipwrecks, etc.; 

2. Part of the repayments of process- 
ing taxes; 

3. Any payments arising from 
awards, judgments, or decrees if ab- 
normal. 


4. Long-term capital losses as they 


INVESTED CAPITAL 


cording to good accounting practice, 
so that all income or expense which is 
not in the nature of arbitrary appre- 
ciation or depreciation or which does 
not involve transactions in the original 
capital of the company, will be reflected 
in earnings and profits, regardless of 
the treatment in tax returns. But of 
course such adjustments may subject 
a corporation to tax if the statute still 
permits assessments and income in- 
volved should have been reported. 
Book entries which take nothing from 
a corporation and give nothing to the 
stockholders and which can be retrans- 
ferred at any time to earnings do not 
affect earnings or profits. Therefore, 
those which increase or reduce earned 
surplus as a result of— 


a. appraisals or depreciation not re- 
flecting realized gains or losses; 


b. the desire to capitalize earnings 
by transferring them to stock ac- 
counts or to any kind of surplus or 
to contingency or hidden reserves; 


¢. prospective losses anticipated by 
reserves or reductions of assets; or 


d. capitalization or reduction of 
good-will or any other type of asset 
representing the franchises of a go- 
ing business (regardless of the 
method in which they were treated 
in tax returns) 


have no effect upon earnings or profits. 
They should be eliminated. 

If errors have been made in previous 
years’ calculations of income, as for 
example, where additions to plant and 
equipment or other capital charges 
have been charged off as an expense 
or inventories have been taken upon 
a wrong basis of valuation, etc., they 
should be corrected. 

Sometimes poor accounting practice 
causes the charge-off of such items as 


are specially treated in the law for this 
purpose (gains are deducted from 
earnings); 


5. Deductions which may have been 
made in the base years for exploration 
or development cost of mines and 
wells if abnormal. 


6. Bond retirement losses and ex- 
penses therefrom. 


experimental expenses, patent litiga- 
tion, development of good-will 
through advertising, where more ac- 
ceptable procedure would require capi- 
talization of the disbursements. Plea 
can be made for a change. 

If the books do not contain all assets 
owned by a company they can often 
be properly restored, increasing the 
earned surplus. In the case of good- 
will, patents, franchises, or similar 
items purchased, unless the entire asset 
has been abandoned or periodically 
amortized or charged off as without 
value, it should remain of record. If 
an asset has been incorrectly written 
off, consideration should be given to 
its restoration and to the possible in- 
crease in earnings resulting from such 
restoration. 


4. Appor Depuct: Changes during 
the year 

App: Sale of capital stock which in- 
creases paid in capital; money received 
from stockholders under assessments as 
paid in surplus. 

Depvct: Purchases of treasury stock. 
Dividends paid to the extent that they 
are in excess of the earnings of the 
year also decrease the capital. 

All of these are averaged from the 
effective date of the change. 


5: App: Borrowed capital 

Fifty per cent of the amount of notes, 
bonds, mortgages, and similar instru- 
ments at the beginning of the year, 
plus or minus any averaged changes in 
the year. 

6. Depuct: Inadmissibles 

Determine the percentage of the 
assets invested in stocks of domestic 
companies and tax exempt bonds to 
the total of all assets. Then reduce the 
total of the foregoing (items 1 to 5) by 
the same percentages. 
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of 15 per cent on the excess of the cost 
of his stock to the stockholder over the 
fair market value of the asset received 
in the liquidation of the corporation 
(assuming the stock was held for more 
than 24 months by the stockholders). 

The calculation of the income subject 
to the excess profits tax is quite different 
from the procedure in calculating the 
income subject to the normal tax. The 
provisions must be studied. Gains and 
losses from the sale of capital assets 
held for over 18 months are excluded. 
Gains on the sale of depreciable prop- 
erty held for over 18 months are elimi- 
nated. That naturally will suggest that 
property involving gains upon sale 
should be held for over 18 months to 
insure the exclusion of the profit. It 
may also be practical to defer losses 
which cannot be deducted for excess 
profits tax purposes. 


Reorganizations 


Tax-free reorganizations, mergers, 
and consolidations have to be approach- 
ed with caution to insure that compli- 
cated provisions of the law as it pertains 
to reorganizations will not deprive a 
company of the position it had before 
such actions. Some mergers may be 
advantageous. For instance, a newly 
organized company may acquire a 
large base period earning by taking 
over companies with substantial in- 
come during the base years. 

Since excess profits are assessed on a 
graduated scale, the law has a con- 
siderable quantity of complicated lan- 
guage seeking to prevent split-ups of 
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TypicaL Tax Torats 1F Excess Prorits Tax Is Basep 


ON 1936-1939 AVERAGE EARNINGS 


CoMBINED ToTaLs OF FEDERAL NorMAL Taxes AND Excess Prorits Taxes 


ON REPRESENTATIVE 1940 EARNINGS 


If excess profits net income before Federal taxes is: 











| 
| 
* AVERAGE EARNINGS, 
corporations. No excess profits tax ad- VERAGE f — $25,000 $50,000 $100,000 $300,000 $500,000 $1,000,000 
vantage can be had by dividing up 1936-1939 a the total Federal tax (normal . excess a 8 be: ; 
, : $5,000 Sf $6,926 $19,47 $43,68 150,8 $265,612 569,125 
companies. On the other hand, oppor- ci haw: Sagais: Faghy Sieaiee ‘ip site 
s li - 10,000. . a7 5,739 18,050 42,025 148,900 263,475 566,750 
tunities to sp 1t corporations to secure 20,000.... f 45152 15,500 38,700 145,100 259,200 562,000 
lower normal taxes are still within the 30,000........ 4,152 «13,125. 35,750 «141,300 254,925 557,250 
statute. Calculations indicate that large | 50,000. . 4,152 12,000 30,050 ~——-133,700 246,375 = 5.474750 
savings can be had by dividing com- 75,000. . 4,152 12,000 24,000 124,200 235,687 535,875 
panies so smaller groups may obtain the 100,000. . 4,152 12,000 24,000 114,700 225,000 524,000 
lower normal tax that applies when cor- aivorenee +t? —_— ie idl 99,675 Sia leh ss | 
é = 200,000... . .... 5152 2, 24, 80, 8555 76,5 
porate income is less than $25,000. ee “re ae bait SE ae . 4 
P Se fg P 300,000... 4,152 12,000 24,000 72,000 148,000 430,500 | 
rivileges granted personal service 500,000... 4,152 12,000 _—-24,000 72,000 120,000 + 345,000 _~—Ss=i| 
corporations will undoubtedly cause the 1,000,000. . : 4,152 12,000 24,000 72,000 120,000 240,000 | 
rearrangement of stock ownership and * As computed under the special provisions of the new law. | 
the business of many personal service | 
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groups so that they may meet the terms 
of the statute which require that 70 per 
cent of the stock shall be owned by 
those that are active in the business and 
that the capital shall not be a material 
income-producing factor in the enter- 
prise. In some personal service corpo- 
rations it may be possible to effect re- 
organizations in capital structures and 
to divorce from the business into some 
other channel those elements in which 
capital is a material income-producing 
factor. 


Equity Capital 


Those companies that use the invest- 
ed capital credit face the immediate 
need of expert attention to the construc- 
tion of the paid-in capital, the paid-in 
surplus, the earnings and profits, and 
other elements that go to make up the 
equity capital. The earnings and profits 
will require particular attention since a 
detailed review of the company’s books 
is essential to ascertain whether a great 
many items that may have been charged 
off the records should not be restored 
to the capital. As an example, a cor- 
poration may still actively use assets or 
franchises in its business which were 
charged off as a matter of conservative 
bookkeeping. 

Methods of increasing invested capi- 
tal should be seriously studied. Cer- 
tainly they can be accomplished by the 
sale of stock for cash or for property. 
Sometimes, too, notes or subscriptions 
are just as satisfactory. 


Elective Dividends 


The dividend payments to stock- 
holders will require continued study. 
Dividends in any year are a reduction 
of the capital of the year to the extent 
that they exceed earnings. The prob- 
lem here is to secure the least reduction 
of invested capital for such payments 
and yet to insure the return to the stock- 
holder of his expected income. Ap- 
parently, there are many ways in which 
the payment of dividends can be ac- 
complished without impairing the capi- 
tal. For instance, the issue of elective 
or optional dividends which are fully 


taxable to the holder will not decrease 
invested capital since the dividend de- 
duction will be offset by a correspond- 
ing increase in the paid-in capital. 
Determining which base is the more 
desirable for a corporation to match 
its earnings against—invested capital 
or past average earnings—and before 
that, determining how much each of 





those bases are, will require the most 
careful study. But such work is not 
only attributable to, but considerably 
compensated for, by the fairness of 


having the alternatives. More than 
might have been expected, this tax 
which is to help finance the defense 
program is the levy of an equitable 
law. 
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TypicaL Tax Torats tr Excess Prorits Tax Is Basep 
ON INVESTED CAPITAL 


ComBINED ToTALs OF FEDERAL NorMAL TAXES AND Excess ProFits Taxes 


N REPRESENTATIVE 1940 EARNINGS 


If excess profits net income before Federal taxes is: 





INVESTED CAPITAL* $25,000 $50,000 $100,000 $300,000 $500,000 $1,000,000 
Then the total Federal tax (normal and excess profits) will be: 
$100,000 $6,114 $18,500 $42,550 $149,500 $264,150 $567,500 
T50,000. s.c3-. 3 5,114 17,300 41,150 147,900 262,350 565,500 
206,000. 26s: 4,152 16,250 39,750 146,300 260,550 563,500 | 
300,000. 4,152 14,250 37,100 143,100 256,950 559,500 | 
500,000 4,152 12,000 32,300 136,700 249,750 551,500 | 
1,000,000 . 4,152 12,000 24,000 120,700 231,750 531,500 
2900000:........ 4,152 12,000 24,000 90,550 197,500 491,500 
5,000,000 edd 4,152 12,000 24,000 72,000 120,000 378,750 
* As computed under the special provisions of the new law. { 
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AVING introduced the speaker, 

the chairman sits down. Per- 
haps in his soul he wonders what he 
has brought down upon his fellows. 
But, come what may, he has done his 
duty. 

Now the speaker arises, adjusts his 
spectacles, and clears his throat. And 
from there on, almost anything can 
happen, and often does. 

We're a nation of speech-makers and 
of speech-listeners. Even as business 
men, we find time to assemble in con- 
ventions and conferences and forums 
to hear men talk; and, on his own, 
every man among us seems willing, at 
the drop of a chairman’s nod, to arise 
and expound. 





Arthur H. Lille 


Under the law of averages, it follows 
that much of the speech-making to 
which we listen and to which we, as 
speakers, compel our peers to listen, 
rates less—and often distressingly less 
—than perfect. To raise the level of 
speech-making quality and thus to con- 
tribute something to the understanding 
and the comfort of business-men audi- 
ences is the hopeful purpose of these 
lines; and they come from the experi- 
ence and from the heart of one who, 
heaven knows, has listened to more 
than his share of business-men speeches 
and, may the Lord forgive him, himself 
has addressed business men many, 
many times. 

And now, let’s reason together. 
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ILLUSTRATIONS BY WARREN CHAPPELL 
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Occasionally, address the 
chair. Thus you will keep 
the chairman awake, and 
his laughter and bright- 
eyed interest may infect 
your listeners out front. 





You have been asked to speak. It 
will be a luncheon or a dinner or a 
convention. How shall you proceed? 

1. Be sure that you have 
something to say. 

2. To clinch Point No. An 
1, pick your own subject. eat < 
If the program committee |, , 
prefers something else, 
strike a compromise that 
will enable you to stake 
out within the prescribed 
subject those areas that 
you are qualified to dis- 
cuss. 

3. Decide—and decide early!— 
whether you will read your speech from 
manuscript, deliver it from notes, or, 
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having written it and memorized it, 
give it to em barehanded. Probably 
you will be wise to decide to read. Cer- 
tainly you will be wise to decide against 
mixing your methods. As ’Tom Hend- 
ricks, ex-lecturer, used to tell his public- 
speaking classes at the Cleveland Ad- 
vertising Club, a speech half-read and 
half-recited “can be deadly dull.” 

4. Bear in mind that a speech is 
neither an essay, nor even an essay 
standing on its hind legs. Rather, re- 
gard what you are to undertake as a 
stage-set conversation. 

5. Draw up an outline, but leave the 
outline open—this to the end that, be- 
fore you write your speech, you may 
discuss with your col- 
leagues its tentative 
scope and its develop- 
ment. Thus, before 
you write it, you may 
think about your 
speech in the watches 
of the night. Thus 
your speech will gain 
in logic and grow in 
strength. 

6. During this stage, carry a note- 
book or a sheaf of cards. Thus you 
may impale many an important idea 
and, perhaps, many a striking phrase. 

4. When you sit down to write, de- 
termine to write simply. Keep your 
sentences short. Avoid involvement. 
Remember that, although you will be 
reading, your hearers will be listening, 
and the ear, beset by a complexity of 
verbiage, cannot go back and re-hear. 

8. Although you write simply, fear 
not the devices of rhetoric. Look 
well to the arrangement of sentence- 
elements; and, in particular, watch 
closely your sen- 


tence-endings. 
For the end of 





matical rectitude, you may write: 
“Here in America, the jobbing system 
is amply justified, with our great area.” 
But, because the mind remembers best 
what the ear hears last, your sentence 
will gain in force if you line it up like 
this: “Here in America, with our great 
area, the jobbing system is amply 
justified.” 

Your speech will suffer no serious 
harm if, here and there, you brighten 
it with a gleam of imagery. With the 
concept of “a cross of gold,” William 
Jennings Bryan stampeded a conven- 
tion and brought down upon himself 
a Presidential nomination. 

Here and there, without harming 
either you or your hearers, your speech 
may rise above the prosaic; and for 
these passages you 
will do well to con- 
sider the effectiveness 
of such rhetorical ex- 
pedients as analogy. 
Invoking his imagi- 
nation and bringing 
to bear a salty line of 
diction, Emerson set 
an example in expres- 
sion—and enacted a 
speakers’ code—when 
he wrote: “A man 
cannot speak but he 
judges himself... . 
Every opinion reacts 
on him who utters it. 
... It is a harpoon 
thrown at a whale, 
unwinding as it flies 
a coil of cord in the 
boat; and if the har- 
poon is not good, or 
not well thrown, it 
will go nigh, tocut the 
steersman in twain, 
or to sink the boat.” 

g. Stick to your 





parts. Our language 
abounds in connec- 
tives—words whose 
particular and pe- 
culiar function is the 
joining of thought to 
thought and passage 
to passage. Besides, 
careful diction will 
enable you to enlist as 
a connective almost any word. At 
Gettysburg, Lincoln opened his dedi- 
cation address with a sentence in 
which, for our present purpose, I 
shall italicize certain phrases: “Four 
score and seven years ago our fathers 
brought forth on this continent a new 
nation, conceived in liberty and dedi- 
cated to the proposition that all men 





If you illustrate your speech with charts, see to it that 
they are big enough to be read by everyone present. 








every sentence, = 
reserve the sen- subject. However in- 
tence’s high spot viting they may seem, 
—as Genung puts eschew all stop-overs 
it, “the goal of and side trips. 
the assertion.” 10. Within the 
Within the stric- structure of your 
tures of gram- speech, cement the 
[ 26] 
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are created equal.” A master of Eng- 
lish, Lincoln knew the force of contrast 
and the power of repetition. Thus 
(note again the italicized words) his 
second sentence: 





While you are being introduced, relax 
and breathe deeply a half-dozen times. 


“Now we are engaged in a great civil 
war, testing whether that nation, or 
any nation so conceived and so dedi- 
cated, can long endure.” 

Connectives in Lincoln’s English? 
Read the whole address, underlining 
every connective element, and you'll 
find it difficult to decide which words 
not to underline! 

11. If you are to illustrate your speech 
with charts, see to it that your charts 
are big enough to be read. In advance, 
find out the dimensions of the room in 
which you are to speak. Then, at the 
distances at which your hearers are to 
sit, set up your charts and test their lines 
and their text for visibility. Test them 
from the back row. 

12. Although you are about to en- 
gage in a stage-set conversation, what 
really will ensue will be, not a mono- 
logue, but an argument with every 


person within the sound of your 
voice. Respect your hearers’ opinions. 
Answer, in your discourse, their every 
silent question. 

13. But, because your hearers will 
believe that you are delivering a speech, 
close with that which they, knowing 
custom, will expect. Close, as you like, 
with a summation or even with a 
peroration. But close! 

14. Having written it, rehearse your 
speech. Read it aloud. Read it to test 
and to correct its sound. Read it over 
and over to familiarize yourself with 
every sentence and phrase and word. 

So much for the speech’s preparation. 
Now for its delivery: 

1. While you're being introduced, 
breathe deeply a half-dozen times. 
Physiologically, deep breathing seems 
to offset the effects of stage fright. But 
really, why should you be scared? 
You're here at this table or on this plat- 
form to tell this audience, these friend- 
ly, receptive, sympathetic 
men and women, some- 
thing they don’t know. 
You're here to tell these 
men and women about 
something in which you be- 
lieve, something of which 
you, rightfully, are proud, 
or something by which you 
are deeply stirred. Afraid? 
It is they, your hearers, who 
sit unprotected. You have 
come inspired and prepared 
—you stand in armor! 

2. While you are being 
introduced—if you are to 
speak from behind a lunch- 
eon or banquet table—clear 
a space before you for your 
manuscript or your notes. 
Clear it of dishes and of 
rolls and of silverware. 
Thus you will guard 
against presenting a com- 
bination speech and jug- 
gling act. 

3. While you are being 
introduced, lay aside your 
cigar or cigarette. Until 
you have finished and sat 
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down, touch nicotine not at all! Your 
audience hopes to hear eloquence, un- 
strained through tobacco leaves. 

4. If you are to speak from behind 
a lectern, you will have examined that 
lectern in advance and have made sure 
that, without peril to your con- 
tinuity, it will hold your manu- 
script or your notes. An ava- 
lanche of papers sliding off a 
hip-roofed lectern in the midst 
of a speaker’s speech does not 
help. Also, if you are to speak 
into a public-address system, 
you will have met, in advance, 
the microphone and acquainted 
yourself with its peculiarities, 
particularly its mode of adjustment for 
height. 

5. As, finally now, you face your 
hearers, face them squarely, chin up. 
Let them see and feel the confidence 
youfeel. Let them believe, as they have 
every right to believe, that this is going 


While you are being introduced, lay aside your 
cigarette. The audience has come to see you too. 
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to be good, that you believe in it. 

6. From your first word, whether 
you open from your manuscript or 
speak for a moment extemporaneously, 
speak loudly enough to be heard in the 
farthest row of chairs. Your 
hearers expect you to address 
them all, and in full. To con- 
fide your opening sentence to 
the wax works on the plat- 
form, or to swallow those 
sentences within your own 
cosmos, is to cheat and to 
offend many of those who, 
after all, are paying for this 
seance. 

7. Read with expression. Addressed 
to adults, this admonition may sound 
unnecessary; but you—even you— 
would be surprised. Read in phrases. 
Subordinate the unimportant words, 
the articles and adjectives and adverbs, 
and hit hard the nouns and verbs. To 
emphasize a word, don’t shout it: pro- 
long its vowels. Chant the word. 
Overdo? Don’t worry. You'll not. 

8. As you read, respect your mother 
tongue. Read your words as they are 
spelled. Company is neither compny 
nor cumpny, but com-pa-ny. Depart- 
ment is neither dapartment nor depart- 
munt, but de-part-ment. Government 
is neither guvmunt nor guvvament, but 
gov-ern-ment. 

g. Read with zest. Read with energy. 
Read with relish. Your first obligation 
to your hearers is to interest. And if 
this thing seems to fall short of interest- 
ing you, how can it interest them? 

10. Read sustainedly. Avoid the mis- 
take, entirely too common, of assuming 
that, once you’re under way, your au- 
dience will follow. Keep your voice 
up and your energy unbraked. Avoid, 
too, the mistake of lulling yourself, by 
your own voice, into a state of solilo- 
quizing coma. Your audience hasn’t 
assembled to hear you talk in your 
sleep. 

11. Occasionally, address the chair. 
In your speech, here and there, you 
will have interpolated the words, 
“Mister Chairman.” Thus you will 
keep the chairman awake; and his 





interest, as made manifest by his bright- 
eyed expression and by his laughter 
at your jokes, may infect those out 
front. 

12. Occasionally, test your hearers’ 
interest. And here is a trick 
that, to my knowledge, is ex- 
posed in print for the first 
time. Shift your position. 
Move to the right or left— 
and watch the heads. If, in 
unison, your hearers’ heads 
shift, too, thus to keep this 
fellow in sight, you still have 
your listeners with you. But 
if the heads move not at all, 
but rather seem petrified, then you con- 
front two alternatives: either go into 
your quickest and funniest story, or 
skip the next four pages and close. 





13. Close strong. Your best, as you 
think, may be pretty poor. But give 
‘em your closing with both barrels and 
with the throttle wide. 

14. If you must submit to question- 
ing, leave it to the chairman to an- 
nounce, after you have finished, that 
you're willing to be grilled. No more 
perfect anticlimax can be imagined, I 
submit, than that presented by a 
speaker who, having closed his pre- 
pared remarks in a blaze of glory, gulps 
a swallow of water and, resignedly, 
adds: “Well, I guess that’s about all. 
Are there any—ah—questions?” . 

Nationally, unanimously, we Ameri- 
cans go for speech-making and for 
speech-listening. Whether as speakers 
we speak and sweat or as listeners we 
sit and suffer, we love it! 


Occasionally, test your hearers’ interest. Move to left or right 
—and watch their heads. If they shift too, you're all right. 
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PRICES and PROFITS 
in a DEFENSE ECONOMY-II 


NOTES ON POPULAR ASSUMPTIONS AND PREJUDICES ABOUT WHAT IS “JUST,” 
WHAT IS “FAIR”"—BELIEFS WHICH MAKE UP THE MORAL CLIMATE IN WHICH 
CONGRESS AND THE DEFENSE ADVISORY COMMISSION MUST DO THEIR WORK 


a in the defense 


program the Government has experi- 
mented with profit ceilings and created 
agencies to stand guard over prices 
while not actually attempting to con- 
trol them. In the ugly parlance of ag- 
gression both of these economic genii 
“have been taken into protective cus- 
tody.” The specific steps so far attempt- 
ed were appraised in the November 
issue of Dun’s Review. 

But even the essential facts of current 
policy will to some minds lack the thrill 
of speculations, idle to militant, over 
how such policies are arrived at, why 
they should exist at all, and how far 
they should attempt to go. The facts 
are extremely important to 130,000,000 
people having to make immediate ad- 
justment to them, and it is easy to for- 
get that before they can exist there have 
to be economic assumptions calling for 
them. 

Among the master assumptions to 
date are: (1) that total defense includes 
public morale, which depends in part 
upon maintenance of living standards 
at as high an absolute level as military 
requirements permit; (2) that despite 
the Government’s present and potential 
outpouring of new money our national 
productive capacity can carry the load 
except in a relatively small number of 
cases; and (3) that prices should there- 
fore be kept at least within shouting 
distance of costs—that is, profits be kept 
reasonable—rather than be left at the 
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Fins is the fourth of a series of articles on “Some Economic 
Aspects of the Defense Program.” ‘The first article, in the August number, 
summarized the organization of Federal purchasing and procurement; the 
second (October) considered possible repercussions of the quick spending 
of many extra billions for defense; the third (November) examined the 
statutory profit limits set by Congress for Government orders and discussed 
the present and possible future responsibilities of the two divisions in the 
Defense Advisory Commission which are principally concerned with price 
problems. A postscript to the third, this fourth article considers theories 
and preconceived ideas about “fairness” of prices and profits—an inheritance 
with which both Congress.and the Advisory Commission will have to contend. 
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complete mercy of rumor and oppor- 
tunism. 

But even this language presupposes 
concrete knowledge, as though eco- 
nomics were merely arithmetic instead 
of a melange of forces. The history of 
prices and profits during the emergency 
is not going to be written exclusively 
by Congress or by the Price and Con- 
sumer Divisions of the Defense Ad- 
visory Commission. No one can ever 
acquire a monopoly over this subject. 
It touches life at too many points. 
There is always the certainty of a clash 
between its apparent and its invisible 
characteristics. Men with convictions 
will always be supplanting each other 
in positions of influence. Battles are 
always raging in peacetime over the 
true functions of prices and profits in 
our economic system and their pro- 
priety in individual situations. The 
history of those battles is far too volumi- 
nous to be reduced to the scale of a 
magazine article, but since we can be 
perfectly sure that their various cele- 
brated causes will carry over into de- 
fense economics it is worth while look- 
ing at a few of them. 

For one thing, such price difficulties 
as we will now encounter will continue 
to turn on the criteria of fair price that 
people have in their minds. Argu- 
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ments over standards of measurement 
will likewise usually fall between 
the bounds at which conscientious 
men on both sides of the conference 
table will halt of their own accord. 
There will be exceptions and Congress 
will have to deal with them. But that, 
in the main, is the kind of world into 
which the members of the Price Di- 
vision have been projected. Its experi- 
ence will be one of the most interesting 
of all to watch. 


High and Low Prices 


The working details are not very ex- 
citing. Prices have no meaning by 
themselves, and not very much in the 
familiar economic sing-song of com- 
parative products and periods. Some- 
thing is always happening to change 
their relativity. They are usually the 
residual product of contrary forces— 
visible and invisible—direct, lateral and 
swirling—general and particular—and 
many so forths. They may be high due 
to specialization, differentiation of 
products, price “leadership,” aggressive 
promotion and capture of popular good 
will, price lining, consideration for 
either small competitors or distributors, 
high labor costs or special taxation; 
they may be “too high” due to high 


costs, collusion, inefficiency, or drift. 


[ 30] 


W F J@) ER bets 






Prices may be “low” due to efficiency, 
low costs, healthy competition, mass 
production, mass distribution, or new 
scientific contributions. They may be 
“too low” due to chronic overcapacity, 
predatory practices, cyclical instability, 
financial distress, misuse of financial 
power, market rigging, sweated labor, 
misrepresentation, and cost ignorance. 
To satisfy economic theory, a low price 
can actually be too high and a high 
price too low. 

Nobody will agree on what that series 
of words means. Many of them have 
to be defined or valued afresh with each 
new squabble. They cannot be shoved 
under the bed, nor be reduced to adages 
and hung on the wall. One of the 
oversimplified reasons for this chaos is 
that a perpetual battle goes on between 
men and circumstances for control of 
price, and it takes a sharp eye and some- 
times just a guess to determine, (1) 
which is uppermost in a given situation 
and (2) what should be done about it 
in that kind of situation. Prices are 
bad actors; one cannot always trifle 
with them with economic impunity, a 
truth which in different ways both 
business and governments have learn- 
ed, over the centuries, to their cost. 

These remarks have been addressed 
to particular prices. But the military 
buys enormous quantities of goods 
which, unlike costly battleships and 
bombers, do not capture the interest of 
every brooding Congressman. To give 
examples of hundreds of thousands of 
items would be like sampling a dic- 
tionary, but out of fidelity to form it 
may be said that one of them is shoe- 
strings and another distilled water. 
The Government is vitally interested in 
the prices of all of them and beyond 
them in the prices of goods going into 
civilian consumption, and finally in 
price levels in the abstract. 

During the last war we had vigorous 
efforts to control prices on a broad scale, 
culminating in the Lever Act, the vital 
provisions of which were later held to 
be unconstitutional. The language was 
found to be vague and the Court fur- 
thermore held that retailers were being 














prosecuted for selling at more than a 
“reasonable” price when nobody told 
them what a “reasonable” price was. 
So far nothing of the sort has been pro- 
posed. 

One general enigma that is always 
intruding into happy private quarrels 
over the “fairness” of particular prices 
is whether the latter are following gen- 
eral price levels or making them. Both 
Congress and economists are apt to 
crash the party when this issue gets 
noisy, whereupon there can ensue con- 
sequences that none of the original par- 
ticipants bargained for. 


Last War Prices 


Just after the last war the American 
price level reamed out a good section 
of sky by an index advance from 129.8 
in February 1919 to 167.2 in May 1920. 
Was this a result of profiteering, of 
prosperity, or of official policies? In 
support of the latter possibility, great 
stress was laid on a corresponding 
increase in Federal Reserve note circu- 
lation from $2,450,000,000 to $3,107,000, 
ooo. The inference is probably answer- 
ed in the negative by the fact that 


fluctuations in currency are deliberately 
hitched to commercial demand and are 
not arbitrary. 

The incident assumes importance 
now because of the larger degree of 
responsibility felt by the administration 
for cyclical fluctuations and because of 
the larger regulatory powers that it has 
therefore deemed it proper either to 
create or to use more actively. The 
point is that we have become accli- 
mated to ideas about the efficacy of 
manipulation, and the steps to it are 
shorter and more familiar. Such visions 
may seem far removed from a day’s 
haggling in the Advisory Commission 
over the price of mercury, zinc, or wood 
pulp. The connection is that a large 
accumulation of such experiences even- 
tually fashions attitudes about the eco- 
nomic import of private price policies. 
And where there is mental disturbance 
the person or persons disturbed will 
inevitably remember that powers exist 
through which any disliked effects of 
such policies might be counteracted. 

Now the fact presses for attention 
that any ultimate price determination 
must rest on some conclusion respect- 
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ing the place of profits in a defense 
economy. The two obviously come 
close to being cast in each other’s like- 
ness. 

Industry has already been accused of 
being greedy, although most of the 
bickering was really over amortization 
and ultimate disposal of new facilities 
and was generally misconstrued. Gov- 
ernment is regularly charged with 
being impractical and unrealistic. Why 
is there so much difficulty in determin- 
ing what a fair price is? We conscript 
men and don’t ask. It is perfectly rea- 
sonable of them and of their political 
representatives to inquire why industry 
should get any profit. Shouldn’t it 
volunteer to produce for love of coun- 
try? 


Profits and Patriotism 


Industry does not answer that ques- 
tion in the affirmative, and yet if this 
soliloquy is to be sensible, the fact must 
go into the record that its owners and 
managers are just as patriotic as anyone 
else. Perhaps the answer is in the 
opposite approach. Do profits or high 
profits hurt the country or its ability to 
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fight a war? Obviously a good 
dea) depends on the answer to 
the tantalizing question as to 
the true nature and function of 
profits, peacetime or wartime. 
The following remarks leave 
the Defense Commission to its 
own devices and venture into 
that held. 

The citing of a few common 
predicaments will be sufficient 
to make the point that in this 
area the Government is facing 
almost as grave a problem as 
that of coming forward with 
an adequate supply of machine 
tools and airplanes by whatever due 
date destiny may set. 

If its administrators are too generous, 
they may at least put new feathers on 
the wings of inflation; so far the na- 
tion’s huge gold and bank reserves have 
been principally dead weight. It is bad 
enough to devote so much new debt 
to unproductive purposes; high profits, 
quite aside from the socia) injustice 
involved through unequal sharing of 
burdens, will act as a stimulant to types 
of activity that cannot be sustained. 
As a matter of fact, whether the final 
reaction be upward in the form of bal- 
looning price levels, or downward in 
abrupt collapse, it could be made more 
extreme by excesses in the formative 
stage. 

And yet if the administrators are too 
niggardly, it is doubtful if human na- 
ture can be changed rapidly enough 
to sustain the moderately reckless 
tempo of activity which the emergency 
requires. The general “drafting of in- 
dustry” as a matter of policy—not to be 
confused with the Government’s right 
and obligation to requisition individual 
plants if they are needed and are to be 
had in no other way—would call for a 
far more sweeping revision of both our 
political principles and eco- 
nomic assumptions than the 
simple words suggest. We 
would destroy our present plan 


with no more idea of effective 


tamper with fragments of it. 
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Even if we made the jump we would 
still have the problem of discovering 
what the most effective and immedi- 
ately available inducements to a con- 
scripted management would be. In 
the face of the grimmest peril in her his- 
tory, England compromised with her 
traditions, but she still relies on profits 
in principle for her organic motive 
power. The sad disqualification in 
practice is of course that taxes take 
most of them—in fact take 100 per cent 


of excess profits as she defines them. 


Germany and England 


Even Germany allows profits, par- 
tially fictitious though the tolerance 
may be, under a system that vests in 
sub-dictators complete power to dispose 
of lives and resources as they-think best. 
Her industries may be extinguished; or 
if they are spared, the slack between 
confiscation and nominal independence 
can be taken up by taxes or any other 
convenient means to the extent desired. 
One of the distinctions is that there the 
centralization of power is a matter of 
principle, while behind parallel actions 
in England and vaguely similar pro- 
posals here there is hardly more than a 
sincere if choleric feeling that by such 
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means the common purpose 
of quick rearmament might 
better be served. 

This question of profits is not 
merely personal. They happen 
to be an important organic part 
of an economic system through 
which most Americans still 
think they will do themselves 
more good than through some 
other system. And the empha- 
sis is on the organism. The 
profits themselves might go to 
so many John Does or white 
rabbits if the same impulses 
could thereby be transmitted, 
And standing in the way of impet- 
uous revision is the fact that profits 
are themselves not static figures, but 
energizing units in a complex cellu- 
lar system. Other people and other 
activities depend upon their flow. The 
body is enormously bigger than its 
heart and glands, but without them 
merely occupies space. 

It is really only over a long period of 
years that we enjoy much choice as to 
the kind of economic system we will 
have. The main question, as long as 
the present general idea is preserved, 
is what price will make the tightest 
bond between economic adventurers 
and the only economic mechanics we 
have ready for use. In lieu of any al- 
ternative, we have to keep our adven- 
turers bound to our industrial wheels, 
and it does not help very much for some 
critic far from the scene in both distance 
and understanding to decide that they 
are greedy. Patriotism is what men 
have been taught to believe it is, and 
the right to bargain for a profit has 
always been held to go along with all 
the other embellishments. Some of the 
classical economists indeed would let 
profits go as high as the inter-actions 


(Continued on page 52) 
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EVENT OF THE MonTH 
President Roosevelt signs bill for excess profits tax 
and five-year amortization of new defense plants; 
the levy takes 25 to 50 per cent of excess profits. 


VEIN of alluvial gold 80 miles long reported discovered 
in India. 
BRAZILIAN Minister of Justice Campos publishes book 
attacking democracy, justifying violence as a govern- 
ment technique. Patent for method of per- 
manently waterproofing nylon announced. . . . 
Trade agreement between Argentina and Brazil estab- 
lishes a partial customs union and barter trade in non- 
competing surplus products. 
State Department advises Americans to leave Far 
East. War and Navy Departments will not 
withhold defense contracts solely because firms are 
opposing NLRB decisions. President Roose- 
velt signs $1,482,000,000 bill financing selective service 
training and signs excess profits tax—plant amortization 
bill. 
GOVERNMENT contractors may assign contracts to banks 
as security for loans. 
BritisH to purchase 500,000 tons of Argentine meat. 
Treatment of nylon for use as wool and as 


photographic film patented. 


More than 14,000,000 men register for selective service 


training. Sugar Act of 1937 extended a year. 


Brirain re-opens Burma Road to China. 


STOCKHOLDER sues Republic Steel management for $12,- 
800,000 over “little steel” strike expenses and continued 
employment of executives responsible. Presi- 
dent signs Soldiers’ and Sailors’ Civil Relief Act, extend- 
ing debt moratorium to trainees. . . . Despite con- 
trary announcement, Argentina still withholds licenses 
for imports from U. S. 
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Durinc tHe MontH 


Political campaign thunders. . . . Selective Service 
lottery draws 9,000 numbers. . . . Italy finds Greece 


no push-over.... England holds under bomb rain. 


Canapians asked to burn wood. . . . European 
gem experts open diamond center in New York City. 


BritisH war expenditures are £9,000,000 daily. 

AT&T stens collective bargaining agreement with in- 
dependent union. Quick method found for 
making warp-proof, fire-resistant, rot-proof hardwood. 
a Columbium alloy developed by General Elec- 
tric extends temperature at which steam turbines may 
be operated. 

MecuanisM for defense priority contro) set up. 

Fair Lazor Stanparps Act provision establishing 40 
hours as normal work week takes effect. 

Wixp rubber trees found in Orinoco Valley of Vene- 
zuela near water route. . Liquid from cashew 
nut shells produces dyes, germicides, flavors, perfumes, 
and solvents. 

ITaLy invades Greece. 

of nylon hosiery yarn reduced. 
First one of 9,000 numbers drawn for selective service 
British suffer heaviest gross 
Short- 
Eng- 


Prices of three grades 


training is 158. 
tonnage losses of war, 146,528 in week. . . . 
age of caffein noted in domestic market. 
land aids Greece. 
SEC ExPERIMENTs with complete decentralization of 
two regional offices. Aluminum Company of 
America makes this year’s third price reduction of one 
cent a pound. Fifteen frequency modulation 
stations authorized to begin commercial broadcasting. 
Bank of England report shows a second week 
of selling Government securities; also a decrease in cir- 
culation, increases in reserves, “other securities,” and 
bullion. 
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Under the impetus of the preparedness program, total in- 


rate of gain over the preceding month 
since the start of the European conflict. 
That the recovery is not entirely one- 
sided, however, is indicated by figures 
on factory employment: industries en- 
gaged almost exclusively in supplying 
civilian needs added © 7,000 workers 
over the year ending September, as 
against the proportionately greater but 
smaller net addition of 203,000 workers 
in the primary defense industries. Re- 
ports from the steel industry and from 
wholesale markets reveal that the buy- 
ing movement which got under way in 
the late Summer has been widespread 
and broad. It is significant that retailers 
as well as manufacturers have found it 
desirable to increase commitments. 
The flow of income to consumers is 
now approximately 5 per cent above a 
year ago and for the last few months 
it has been consistently the largest since 
1930, with the exception of one month 
in mid-1936. Retail trade reflects this 
income increase in heavier unit sales 
and in an enlarged demand for better- 
quality merchandise. Retailers’ prepa- 
rations for the holiday season are said 
to call for increases in sales of 5 to 10 
per cent over last year’s high levels. 


Industrial activity: Major factors in 
the rise of the adjusted FRB index from 
125 in September to 128 in October 
were the sharp increases in production 
of transportation equipment and tex- 
tiles. Automobile output hit a new 
peak for October at 519,700 units, the 
highest monthly production since June 
1937. In the textile industry, the ad- 
justed index of output was also the 
highest since mid-1937; in the woolen 
trade, where military needs have been 
particularly heavy, men’s wear mills 
went into November with order back- 
logs of well over 60,000,000 yards. 

The steel and machinery industries, 
with huge unfilled orders, increased 
production very slightly in the month; 
operations were already close to prac- 
tical capacity. The steel operating rate 
was reported at 96 per cent of capacity 
and production at a new high volume 
of 6,462,000 net tons. Machine tool 








dustrial activity has risen to an all-time high. The recovery 
is widespread, although the largest relative gains are concen- 
trated in defense industries. Purchasing policies have been 
liberalized and commodity prices have moved upward. Bank- 
ing figures show a sharp expansion in business loans, a slight 
rise in deposit turnover, a new high in money in circulation. 
N several respects the level of busi- November is estimated to have wid- 
ness activity already rivals the high- ened the gap another point. 
est peaks on record and still there are Durable lines continue to dominate 
no significant signs of a halt in the the advance. Sharp gains in these in- 
4 upward movement. dustries recently have already altered 
} The spotlight of course is on indus- considerably the proportion of our pro- 
try, where the substantial needs of the duction divided between the “durables” 
defense program have first been felt. and “consumables.” In the FRB index 
Usually manufacturing production for October, durable industries had the 
contracts during the last quarter of the largest representation on record. 
year and does not begin to expand Defense needs have apparently been 
again until February. But in October the major force behind the upswing so 
and the first half of November reports far. Contracts cleared by the National 
indicate that maior industries generally Defense Advisory Commission in 
maintained production rates or raised October amounted to $939,000,000, 
them. Consequently the FRB adjust- while actual expenditures for defense, 
ed index in October passed the 1939 as reported by the U. S. Treasury, 
record peak by two points and in mid- jumped to $284,000,000, the sharpest 
i 
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operations were at 97 per cent of ca- 
pacity, with shipments estimated to 
have touched a new high mark. 

New records were also established in 
the building field. Building permits 
reported for 215 cities were 16 per cent 
above last October and the largest total 
for any October since 1929. The vol- 
ume of heavy construction, reported by 
Engineering News Record, exceeded 
last October almost three times and was 
the greatest for any month in history. 


Inventories: Developments of past 
few months have again high-lighted 
inventories. Purchasing policies are be- 
ing directed toward somewhat larger 
holdings and available statistics indi- 
cate that some accumulation is occur- 
ring. There is no evidence as yet that 
the general increase is excessive in re- 
lation to the present rate of turnover, 
although the expansion over a year ago 
is quite considerable. Manufacturers’ 
reports to the U. S. Department of 
Commerce revealed a rise in the value 
of stocks of 11 per cent from last Sep- 
tember to this, while wholesalers 
showed an increase of 9 per cent. The 
index of department store stocks of the 
Federal Reserve Board at the end of 
September was 70 per cent of the 1923- 
1925 average against 68 per cent a year 
ago. 


Consumer income: Gains in non- 
agricultural employment continue, 
while farm employment shows less 
than the usual seasonal decline. Fac- 
tory labor forces in New York State, 
which usually increase 0.5 per cent in 
October, expanded 2.7 per cent this 
year. Enlarged farm and industrial in- 
come was reflected in a further rise in 
the adjusted index of total payments 
to a ten-year high. 

Living costs were very little changed 
in October. Two widely used indexes 
agreed in showing a higher level than 
a year ago but disagreed as to the 
amount of the advance: the Fairchild 
retail price index was up almost 3 per 
cent, the NICB cost of living index less 
than 1 per cent. 


Industrial Production 
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Factory Payrolls 


U.S.B.L.S. Index 
1923-1925 = 100 
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Department Store Sales 


Federal Reserve Board Adjusted Index 
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Wholesale Commodity Prices 


U.S.B.L.S. Index—1926 = 100 
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Industrial Stock Prices 
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Consumer buying: Although depart- 
ment store sales were lower in October, 
other indexes of domestic demand re- 
corded an uptrend and the Dun’s 
Review adjusted index of consumer 
purchasing moved from 92.5 to 94.3. 
This reflected the highest volume of 
spending since the pre-Easter period 
and was slightly more than 7 per cent 
above volume in October 1939. 


Foreign trade: After a drop in Sep- 
tember to $295,245,000, the smallest 
amount so far this year, the volume of 
exports expanded in October to $343,- 
485,000. This was approximately equal 
to the monthly average for the first nine 
months of the year and about 4 per 
cent above the total for October 1939. 
Shipments of manufactured goods con- 
tinued to account for the gains. 


Prices: Commodity prices have 
shown a rising tendency since late in 
August. By mid-November the daily 
wholesale price index had risen 11 
points over its August low, thus re- 
covering the entire loss since January. 
Stock prices have also gained since 
August, although less steadily and not 
to the best levels reached earlier this 
year: in mid-November the industrial 
stock price index (Dow-Jones) stood at 
approximately 136, 15 points above the 
August but still 12 points below the 
May high. 


Money and banking: While statistics 
on financial activity frequently remain 
less favorable than those for industrial 
and trade volume, the most recent fig- 
ures show definite improvement. Flo- 
tations by corporations amounted to 
$392,624,870 in October, a peak since 
early 1937. Commercial, industrial, 
and agricultural borrowing from 
banks, totalling $4,895,000,000 in mid- 
November, was the highest since com- 
pilations were started in May 1937. The 
velocity of deposits (the relation of 
debits to demand deposits in weekly 
reporting banks) in October showed 
the second consecutive more-than-sea- 
sonal rise. 
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CONSUMER BUYING CONTINUES TO EXPAND 


The United States Trade Barometer rose to 94.3 (preliminary) in October from 92.5 in September. 
Barometer figures are compiled by Dr. L. D. H. Weld, Director of Research, McCann- 


Erickson, Inc.; trade information is reported by branch offices of Dun & Brapstreet, Inc. 


ETAIL TRADE in the first three weeks of November 

continued to compare favorably with a year ago. Cold, 
stormy weather during part of the month contributed to an 
active interest in warm apparel and rubber footwear, and 
better-grade merchandise was notably active. Some Christ- 
mas gift items began to attract customers’ attention prior to 
the official opening of the holiday shopping season; hand- 
bags, lingerie, costume jewelry, hosiery, and occasional 
furniture provoked considerable interest. 

Spot reports from widely scattered typical cities indicated 
especially large increases in comparison with last November 
in the South, and better-than-average gains in the Middle 
West. Somewhat narrower increases were noted in New 
England, the Northwest, and the Pacific Coast. Volume 
for the country as a whole was estimated 5 to 10 per cent 
above the corresponding three weeks of 1939. 

For October the volume of consumer purchasing was 


larger than in September 1940 or October 1939. The pre- 
liminary United States Trade Barometer at 94.3 was about 
2 per cent above the September level, 7 per cent above last 
October. Durable merchandise, such as home furnishings, 
electrical appliances, hardware, and automobiles made par- 
ticularly good showings. Other active departments in- 
cluded millinery, children’s wear, piece goods, blankets, 
furs, men’s topcoats, and sportswear. Trade vacillated with 
the weather, but the month’s totals gave proof of underlying 
strength. 

All of the broad geographical areas recorded gains over 
last October. The broadest increases over a year ago oc- 
curred in the Middle West and the South. Trade gains in 
the East, the Southwest, and Pacific Coast areas were ap- 
proximately equal to those of the United States as a whole. 
New England and the Northwestern territories were some- 
what closer to the year-ago levels than other sections. 
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Barometers for twenty-nine trade regions of the country 
showed a preponderance of increases over decreases in Sep- 
tember compared with both the preceding month and the 



























































REGIONAL TRADE BAROMETERS 
























































7 i . Sept. Retail 
previous year. Seven industrial areas made month-to- 1940 Sept. 1940 1935 
: . Regional Compared with Sales 
month gains of more than 5 per cent—New England, New REGION Index Sept. 1939(%) 
York City, Northern New Jersey, Pittsburgh, Cleveland, —10 0 +10 +20 +30 
Cincinnati and Columbus, and Detroit. Seven of thirteen U.S. 925 + 66] 1000 
decreases occurred in Southwestern and Far Western re- 
* ; 1. NEW ENGLAND 82.9 35| 78 
gions—Memphis, New Orleans, Texas, Denver, Salt Lake ™ 
City, San Francisco, and Los Angeles. The largest gain 2 NEWYORK CITY 78.2 414) 103 
over August was 16.5 per cent for the Detroit region, the 
l. 1 f M. hi 3. ALBANY AND 93.3 + 16 2.6 
argest decrease, 7.4 per cent for Memphis. SYRACUSE 
In only three regions was trade volume below the previ- 4 BUFFALO ANC 812 +271 19 
. . . H 
ous year’s level—Minneapolis and St. Paul, Memphis, and 
Denver. All of the decreases were about 4 per cent. One . jersey = i ids) i, 
region, Pittsburgh, recorded an increase of 17.6 per cent 6 PHILADELPHIA 876 +h - ae 
over 1939, and five others—Cleveland, Detroit, Atlanta and 
Birmingham, Florida, and Los Angeles—had gains of asa ccaaeis = sas Md 
between 10 and 15 per cent. Four scattered regions had 8 CLEVELAND 106.0 4135] 29 
increases of less than 2 per cent. 
9. CINCINNATI AND 108.9 +93/ 31 
COLUMBUS 
(Charts and trade reports for each region begin on next page) 10. INDIANAPOLIS 110.0 +98] 26 
THE MAP AND CHART he S b ind ith ianise contain 
} compare the september, 1940, indexes wit 86.4 :-€¢ 64 
those for the same month a year ago. The column at the extreme right i ‘ : 
of the chart indicates the relative importance of the regions: the figures 
are percentages of national retail trade from the 1935 Census of Business. 12. DETROIT 109.6 +128 40 
THE INDEXES for the regions are charted, with U. S., from 1938, on 
: -S., 94.1 39) 2. 
pages 38-41. They are composites based on: bank debits (Federal Reserve 2: ne + . 
Board), department store sales (Federal Reserve Board), new car regis- 
trations (R. L. Polk & Company), and life insurance sales (Life Insurance 14 eat sean 94.1 — 48 45 
Sales Research Bureau). In regions 2, 3, 4, 5, and 14, wholesale sales 7 
(Department of Commerce), and in region 2, advertising linage (Editor 15. IOWA AND 84.7 +29 3.0 
and Publisher), which were found to make those indexes more accurate, NEBRASKA 
are included. In region 15, department store sales have been omitted. 16. ST. LOUIS 86.1 + 08 25 
Each index is separately adjusted for seasonal variation and for the number 
of business days in each month. All are comparable. The monthly average 15 
for the five years 1928-1932 equals 100. The preliminary figure for the 1. CORE COPY 87.6 = - 
United States is computed one month before regional figures are available. 
. ; 18. MARYLAND AND 117.4 +97) 38 
THE PARAGRAPHS printed opposite the 29 regional charts quote VIRGINIA 
figures for September based on samples of department and retail stores re- 
porting to Federal Reserve banks; for October and for the first half of 19. po a 1127 +o a 
November based on opinions and comments of business men in various ie one oa 
Pan A segpisis ie 5 al Dow & Baanerauer offices. 20, ATLANTA AND 129.0 ae ; 
ines of trade, gathered and weighed by the local Dun & BrapstREET offices SIRMINGHAM 
21. FLORIDA 144.6 +141 13 
| : 22. MEMPHIS 97.2 —37) 15 
UNITED STATES TRADE BAROMETER ; i 
SEASONALLY ADJUSTED 
23. NEW ORLEANS 107.5 + 55 1.0 
+ 120 
WN 24. TEXAS 1138 +67) 45 
1928-32 = 100 25. DENVER 102.4 —41) 13 
- 100 
26. SALT LAKECITY 97.6 + 27 8 
| 27. PORTLAND AND 93.7 + 67 27 
80 Kr VU SEATTLE 
28. SAN FRANCISCO 90.6 + 55 3.4 
10. ik 
- “y | 29. LOS ANGELES 90.0 +106) 39 
1928 | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 | 1938 | 1939 | 1940 
[37] 
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THE REGIONAL TRADE BAROMETERS 


These indexes of consumer purchasing are cor- 
rected for seasonal variation; the monthly aver- 
age for the five years 1928-1932 equals 100 (see 
preceding page). Charts showing the curves since 
January 1928, were published in the September 


1939, number and will appear semi-annually. 
Additional information about the indexes and 
about their especial usefulness in regional sales 
quota work, back figures, and data about regional 
boundaries are available for users of the indexes. 





1. NEw ENGLAND 


SEPT., 82.9 AUG., 77.7 SEPT. 1939, 80.1 
SEPTEMBER—Percentage department store sales 
changes from previous September: Boston —4, 
Providence —5, New Haven +1. OctopEr—Per- 
centage retail trade increases over previous October: 
Bangor—Boston—New Bedford-Providence 5, Port- 
land o, Manchester 8, Springfield 12, Worcester 4, 
Hartford 18, New Haven 15. Wholesale trade 
changes: Portland —10, Boston +8, Springfield 
+10. Tobacco crop good; prices steady. Payrolls 
and production above September and a year ago. 
Textile mills operating close to capacity. Machine 
tool and armament plants operating at capacity; 
more skilled labor needed for further expansion. 
NovEMBER—Department store sales about 3% be- 
low a year ago. Textile and machine industries 
very active. 


3. ALBANY AND SYRACUSE 
SEPT., 93.3 AUG., 91.4 SEPT. 1939, 91.8 


SEPTEMBER—Percentage department store sales 
increases over previous September: Syracuse 5, 
Northern State 4, Central State 10. OcropErR— 
Percentage retail trade increases over previous Oc- 
tober: Albany-Binghamton 5, Utica 8, Syracuse 12. 
Wholesale trade increases: Albany 5, Syracuse 15. 
Late crop yields fair; prices low but steady. Pay- 
rolls and production above September and a year 
ago. All heavy industry operating practically at 
capacity. Binghamton shoe plants expanding pro- 
duction as Government and civilian orders in- 
creased. Collections in all lines favorably affected 
by increased employment in private industry. 
NoveMBeR—Retail volume slightly below 1939. 
Industry steady. 


5. NorTHERN New Jersey 


SEPT., 87.2 auc., 83.0 SEPT. 1939, 81.3 
SEPTEMBER—Northern New Jerscy department 
store sales 10% above level of previous September. 
OctrosER—Retail trade in Newark 7% above last 
October, 10% above September. Wholesale vol- 
ume 5% above a year ago, up 3% from the previous 
month. Production, sales, employment and pay- 
rolls showing increases in comparison with a year 
ago. Substantial Government orders received. 
Bank clearings about 4% above a year ago for both 
Newark and Northern New Jersey as a whole. 
Airplane plants throughout Northern New Jersey 
have hundreds of millions of dollars of unfilled 
orders. Collections good. NovemBer—Sales of 
retailers, wholesalers, and manufacturers average 
2% above last November. 


7. PirtspuRGH 


SEPT., 100.1 AUG., QI.2 SEPT. 1939, 85.1 
SEPTEMBER—Percentage depa rtment store sales 
increases over previous September: Erie 2, Pitts- 
burgh 10, Wheeling 3, West Virginia State 5. 
OctopeER—Percentage retail trade increases over 
previous October: Erie—Charleston 10, Pittsburgh 
6, Youngstown 9. Wholesale trade increases: Erie 
(Continued directly opposite) 
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2. New York City 
SEPT., 78.2 AUG., 73.8 SEPT. 1939, 77-1 


SEPTEMBER—Percentage department store sales 
changes from previous September: New York and 
Brooklyn +3, Bridgeport +1, Westchester-Stam- 
ford —3. OcropER—Percentage retail trade 
changes from previous October: Bridgeport +15, 
New York City department store sales +9, hotel 
sales —6 (transient —10, residential 0), parcel de- 
liveries 0. New York City employment about 1% 
above last October, payrolls off about 3% due to 
seasonal reductions at clothing firms. Largest gains 
in industrial activity occurred in metals, machinery, 
airplane, and shipbuilding lines. Collections some- 
what better than a month ago. NoveMBeR—Retail 
sales slightly above a year ago. Cloth sales some- 
what sluggish, but apparel showing gains. 


4. BuFFaLo AND RocHESTER 


SEPT., 81.2 AUG., 79.5 SEPT. 1939, 79.1 
SEPTEMBER—Percentage department store sales 
changes from previous September: Buffalo +3, 
Rochester +1, Niagara Falls —8. OcropER— 
Percentage retail trade increases over previous 
October: Buffalo—Rochester 5, Elmira 8. Buffalo 
wholesale trade 5% above 1939. Farm income 
5°% above last year; crop yields normal, prices 
better than 1939. Payrolls and production above 
September and a year ago. Output increased at 
steel plants, flour mills, and electric power plants. 
Metals and chemicals show substantial advance 
over previous months. Men’s clothing factories in 
Rochester made large seasonal lay-offs, but payrolls 
increased at metal, machinery, and chemical firms. 
NoveMBER—Retail sales 6% above 1939. 


6. PHILADELPHIA 
sEPT., 87.6 auc., 86.3 SEPT. 1939, 83.2 


SEPTEMBER—Percentage department store sales 
increases over previous September: Trenton 5, 
Philadelphia 8, Scranton 0, Harrisburg 13, Wil- 
mington 10. Octoper—Percentage retail trade 
changes from previous October: Trenton +18, 
Allentown +7, Philadelphia +8, Reading—Wil- 
mington +12, Scranton —2, Wilkes-Barre —3, 
Harrisburg -++5, Lancaster +10, York +11. Phila- 
delphia wholesale trade 3% above a year ago. 
Potato crop unusually good; farm income above 
a year ago. Payrolls and production well above 
1939. Principal gains in iron, steel, and other 
metal products industries. Textile plants working 
at capacity. NovemBer—Retail trade spotty, slight- 
ly below 1939. Industry continues active. 


11, Pittsburgh—Charleston 12. Payrolls and pro- 
duction generally above a year ago. Substantial 
backlogs of orders at electrical and mill engineering 
concerns. Steel production touched the highest 
level in years at 95°% of capacity. Coal output off 
15 to 20% due to minimum price regulations. 
Collections steady to better than a year ago. No- 
VEMBER—Retail sales 5 to 8% above a year ago. 
Steel rate at 96 to 97% of capacity. 
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8. CLEVELAND 
SEPT., 106.0 AUG., 98.4 SEPT. 1939, 93-4 


SEPTEMBER—Percentage department store sales 
changes from previous September: Cleveland +8, 
Akron —1, Toledo +4. Octoper—Percentage 
retail trade increases over previous October: Cleve- 
land 6, Akron 7, Toledo 0, Lima 5. Wholesale 
trade increases: Cleveland 5, Akron 11, Toledo 10. 
Crop yields good; farm prices firm. Payrolls and 
production above a year ago and above previous 
month. Production of automobile parts up sharply 
during the month. Steel output close to practical 
capacity. Machine tool backlogs heavy. Employ- 
ment in 68 Canton firms at 24,278 compared with 
20,300 in best week of 1929. Collections steady to 
better than a year ago. NovemMBER—Department 
store sales 2% above a year ago. Industry continues 
active. 


10. INDIANAPOLIS AND LovuISvILLE 


SEPT., 110.0 AUG., 113.8 SEPT. 1939, 100.2 
SEPTEMBER—Percentage department store sales 
increases over previous September: Louisville 12, 
Indianapolis 9, Fort Wayne 0. Ocroper—Per- 
centage retail trade changes from previous October: 
LouisvilleE vansville—-Indianapolis +5, Terre 
Haute —5 Fort Wayne —15. Wholesale trade 
changes: Louisville —9, Indianapolis +10. Farm 
prices steady. Payrolls and production steady to 
above last year. Sales of metal furniture and 
allied products up 25 to 30% over a year ago. 
Electrical equipment and machinery plants active 
on war orders. Terre Haute coal production off in 
month due to price competition in Chicago area. 
Collections fair. NovEmMBER—Retail sales about 
15% above 1939. Wholesale volume up 5%. 
Manufacturing active. 


12. DETROIT 


SEPT., 109.6 AUG.,, 94.1* SEPT. 1939, 97-2 
SEPTEMBER—Detroit department store sales 4% 
above level of previous September. OctopER— 
Percentage retail trade increases over previous Oc- 
tober:. Detroit 10, Grand Rapids 12, Saginaw 5. 
Wholesale trade changes: Detroit 0, Grand Rapids 
+10. Apple crop good; quality excellent; prices 
higher than last year. Payrolls and production 
above a year ago. Metal industry employed to 
capacity. Grand Rapids furniture sale closed; very 
satisfactory volume of business transacted. Auto- 
mobile production 48% above October 1939. De- 
fense contracts totalling $24,555,814 let to Michigan 
firms during last half of month. Collections steady 
to better than a year ago. NovEMBER—Retail sales 
3 to 5% above October. Wholesale buying lagging. 
Auto production at year’s high. * Revised. 


14. MInNEAPOLIS AND St. PauL 
SEPT., 94.1 AUG., 98.4 SEPT. 1939, 98.0 


SEPTEMBER—Minneapolis-St. Paul—Duluth—Superi- 
or department store sales 8°%% below previous Sep- 
tember. Octroper—Percentage retail trade changes 
from previous October: Duluth +6, Minneapolis 
—7, St. Paul +4, La Crosse +5, Fargo—Sioux Falls 
o, Billings +7, Butte +2, Great Falls —5. Whole- 
sale trade changes: Duluth +8, Minneapolis +2, 
Great Falls —5. Winter crops in Montana in fine 
condition. Feed on range above normal. Payrolls 
and production generally above last year. Smelter 
output in Great Falls up 20% from 1939. Copper 
mining materially ahead of last year. Demand for 
flour, feed, and linseed oil products fair to good. 
Collections steady. NovemBer—Retail volume 4°% 
above 1939. Defense orders aggregate over $100,- 
000,000 in St. Paul district, 
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g. CINCINNATI AND CoLUMBUS 


SEPT., 108.9 AUG., 103.3 SEPT. 1939, 99.6 
SEPTEMBER—Percentage department store sales 
increases over previous September: Cincinnati 12, 
Columbus 6. Octoser—Percentage retail trade 
increases over previous October: Cincinnati—Spring- 
field 10, Columbus—Zanesville 5. Wholesale trade 
changes from last October: Cincinnati 0, Columbus 
+7. .Marketing of harvested crops now largely 
completed; poultry and dairy production main 
activity. Payrolls and production steady to above 
last year. Zanesville steel mill and ceramics manu- 
facturers report upswing in sales. Steel and ma- 
chine tool production high. Employment in- 
creasing. Collections generally steady to better 
than a year ago. NovemBer—Retail sales even 
to slightly below 1939. Industrial conditions good. 


11. CHICAGO 
sEPT., 86.4 AUG., 88.2  sEPT. 1939, 84.8 


SEPTEMBER—Chicago department store sales 2% 
above level of preceding September. OcToBER— 
Percentage retail trade increases over previous Oc- 
tober: Chicago-South Bend 5, Rockford 3, Peoria 
2. Wholesale trade in Chicago 5% above a year 
ago. Corn yield about 60% as large as a year ago. 
Soy bean crop 20% below last year’s. Harvest of 
oats and barley about double 1939. Most stocks of 
farm products larger than average. Payrolls and 
production above last year, steady to up since Sep- 
tember. Tractor plants running at full capacity; 
some Government orders received. Bank clearings 
higher than a year ago. Collections steady to better 
than in 1939. NovemMBER—Mid-Winter tempera- 
tures stimulated retail trade. Industry active. 


13. MiLwauUKEE 
SEPT., 94.1 AUG., 97.7 SEPT. 1939, 90.6 


SEPTEMBER—Milwaukee department store sales 3% 
above level of September a year ago. OcToBER— 
Percentage retail trade changes from previous Oc- 
tober: Milwaukee +6, Green Bay —8; drop in 
Green Bay attributed to unusually warm weather. 
Wholesale volume in Milwaukee 5% above similar 
month last year. Payrolls and production above 
a year ago, steady to up in month. Metal trades, 
machine tool equipment, and electrical control de- 
vice industries benefiting particularly from Govern- 
ment orders. General strike on in pattern industry. 
Prices firm and rising in the important dairy indus- 
try. Collections steady to better than a year ago. 
NovEeMBER—Department store sales about 6% 
above early part of last November. 


15. Iowa aND NEBRASKA 
sEPT., 84.7. auG., 84.5  sEPT. 1939, 82.3 


SEPTEMBER—Percentage change in bank debits 
from previous September: Omaha —g9, Lincoln 
—10. Octroser—Percentage retail trade changes 
from previous October: Burlington —7, Cedar 
Rapids —6, Davenport +-10, Dubuque —8, Water- 
loo —10, Des Moines +8, Sioux City +4, Lincoln 
0, Omaha —1. Wholesale trade increases over 
a year ago: Sioux City-Omaha 4, Des Moines 
8. Corn crop better than average. Hog prices low 
but improving. Quantity of moisture assisting 
Winter wheat. Payrolls and production above last 
year. Dubuque sash and door milis swamped with 
orders for Government barracks. Heavy machinery 
lines active. Food processing plants coming into 
active season. Collections vary. _NovEMBER— 
Bank clearings 9% below Jast November. 
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16. St. Louts 


SEPT., 86.1 AUG., 92.9 SEPT. 1939, 85.4 
SEPTEMBER—Percentage department store sales 
changes from previous September: St. Louis +2, 
Springfield (Mo.) +5, Quincy —5. OcroBER— 
Percentage retail trade changes from previous Oc- 
tober: St. Louis—Springfield (Ill.) +5, Springfield 
(Mo.) +6, Quincy —10. St. Louis wholesale trade 
5% above level of last October. Crop yields good; 
Production and payrolls above 
last year, steady to up since September. Most of 
expansion noted is in defense industries. Aircraft 
production up markedly. Maker of shoe machinery 
and dies experiencing sales declines. Shoe industry 
generally rather slow. Collections fair to poor. 
NoveMBER—Retail sales 15 to 20% above 1939. 
Wholesale trade dull. Defense industries active. 


prices satisfactory. 


18. MARYLAND AND VIRGINIA 


SEPT. 117.4 AUG., 113.3 SEPT. 1939, 107.0 
SEPTEMBER—Percentage department store sales 
increases over previous September: Baltimore 10, 
Washington g, Richmond 6. Octop—Er—Percentage 
retail trade increases over previous October: Balti- 
more—Lynchburg 8, Washington 12, Norfolk 25, 
Richmond 7, Roanoke 6, Bristol 5. Wholesale 
trade increases: Baltimore 5, Norfolk 20, Richmond 
6. Wheat sowing and corn husking making favor- 
able progress. Most of the cotton crop picked and 
ginned. Peanut crop dug and stacked. Payrolls 
and production generally above 1939. Expansion 
continues at shipyard and aircraft factories. Sizable 
orders of munitions, chemicals, textiles, service 
footwear, shell cases, steel drums, and other items. 
Collections vary. NoveEMBER—Retail trade slightly 
above 1939. Industry very active. 


20. ATLANTA AND BirMINGHAM 


SEPT.,129.0 AUG.,126.7 SEPT. 1939, 115.3 
SEPTEMBER—Percentage department store sales 
changes from previous September: Atlanta +10, 
Macon —6, Birmingham +20, Montgomery —1, 
Nashville +7. Octoper—Percentage retail trade 
changes from previous October: Atlanta +12, 
Augusta—Mobile +-10, Columbus +15, Macon +3, 
Savannah +20, Birmingham —10, Montgomery 
+14, Chattanooga +6, Knoxville —1, Nashville 
—5. Wholesale trade changes: Atlanta +20, 
Birmingham —5, Nashville —2. Pecan and citrus 
crops short. Payrolls and production above last 
year and September. New shipbuilding plant at 
Mobile. Machinery and building materials moving 
well. Defense construction and low-cost housing 
active. Collections vary. NovemMBER—Department 
store sales 6 to 8% below a year ago. 


22. Mempuis 


SEPT., 97.2 AUG., 105.0 SEPT. 1939, 100.0 
SepTEMBER—Percentage department store sales 
increases over previous September: Memphis 4, 
Fort Smith 11, Little Rock 12. Ocroser—Per- 
centage retail trade increases over previous October: 
Memphis 5, Fort Smith 4, Little Rock 8. Memphis 
wholesale trade 5°4 above similar month last year. 
Cotton picking virtually completed except in ex- 
treme Northeast Arkansas. Farm income favorable 
compared with a year ago. Payrolls and produc- 
tion above last October, steady to up in month. 
Production active in mercury mining area; first 
defense contracts are for cinnebar. Lumber output 
high. Army camp under construction at North 
Little Rock. Collections vary. NoveEMBER—De- 
partment store sales 1% above a year ago. 


REGIONS 16 — 23 
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17. Kansas City 


SEPT., 87.6 AUG., 93.2 SEPT. 1939, 86.3 
SEPTEMBER—Percentage department store sales 
changes from previous September: Kansas City —2, 
Wichita +2, Oklahoma City +4, Tulsa +8. 
OctropeR—Percentage retail trade changes from 
previous October: Kansas City-St. Joseph —2z, 
Topeka +5, Wichita +3, Oklahoma City +4, 
Tulsa +8. Wholesale trade increases over a year 
ago: Kansas City 5, Oklahoma City 3. Rains im- 
proved soil conditions for Winter wheat; stocks of 
wheat largest in seven years. Payrolls and produc: 
tion above last year. Topeka railroad shops work- 
ing full time. Meat packing concern increasing 
plant facilities. Aircraft plants expanding. Col- 
lections fair. NovemMBer—Retail volume increas- 
ing with more seasonable weather. 


19. NortH AND SouTH CarROLINA 


SEPT., 112.7 AUG., 111.6 SEPT. 1939, 103.1 
SEPTEMBER—Percentage department store sales 
increases over previous September: North Carolina 
9, South Carolina 8. Ocroper—Percentage retail 
trade increases over previous October: Asheville 
2, Winston-Salem 7, Charlotte—Raleigh 5, Wilming- 
ton 3, Charleston—Columbia 15, Greenville 20. 
Wholesale trade changes: Wilmington—Winston- 
Salem +5, Charleston 0. Tobacco and cotton 
crops good in quality and price. Payrolls and pro- 
duction above last year, except in Columbia. Tex- 
tile mills active on Government contracts. Three 
cotton mills in Columbia on strike. Collections 
steady to better than a year ago. NovEMBER— 
Large demand for textiles continues; defense orders 
total $5,500,000 in North Carolina. 


21. FLoripa 


SEPT., 144.6 AUG., 143.0 SEPT. 1939, 126.7 
SEPTEMBER—Florida department store sales 2% 
above previous September level. OctropER—Per- 
centage retail trade increases over previous October: 
Jacksonville 9, Miami 15, Tampa 20. Wholesale 
trade increases over previous October: Jacksonville 
14, Tampa 15. Citrus shipments increased sub- 
stantially; prices dropped. Vegetable shipments 
increasing, but prices only fair. Payrolls and pro- 
duction above a year ago, steady to up from Sep- 
tember. Saw mills operating at capacity. Cigar 
production in both Tampa and Jacksonville slightly 
above a year ago. Naval stores production down 
due to Government conservation; prices up moder- 
ately. Collections fair. NovEMBER—Bank clear- 
ings 8°% above a year ago. 


23. New Or Eans 


SEPT., 107.5 AUG., 108.7 SEPT. 1939, 101.9 
SEPTEMBER—New Orleans department store sales 
10% above level of previous September. OcToBEeR 
—Percentage retail trade increases over previous 
October: New Orleans 8, Jackson 2, Meridian 5. 
New Orleans wholesale trade 10% above a year 
ago. Cotton crop short. Total yield and sugar 
content of cane crop good. Payrolls and production 
steady to above both a year ago and previous month. 
Lumber and building materials industries leading. 
Oil production and refining also very active. Sea- 
sonal cotton ginning in full swing. Large canton- 
ments being built near Alexandria and Hattiesburg, 
increasing payrolls greatly in these areas. Col- 
lections fair to good. NoveMBER—Bank clearings 
4% below level of last November. 


DUN’S REVIEW 



































































































































REGION AL TRADE BAROMETERS - - - - : REGIONS 24 - 29 
24. TEXxas i Bho i 25. DENVER 
SEPT., 113.8 AUG., 118.6 SEPT. 1939, 106.7 . A mW | SEPT., 102.4 AUG., 104.1 SEPT. 1939, 106.8 
SEPTEMBER—Percentage department store sales | f Tio) © SEPTEMBER—Denver department store sales 5% 
increases over previous September: Dallas—Houston i i aa / MA 4 below level of previous September. OctropER— 
: a = - = a _ a ‘i * , 
8, Fort Worth 2, San Antonio 15. OctopeR— " / Pedant 1 Percentage retail trade changes from previous Oc- 
Percentage retail trade changes from previous Oc- << sie tober: Denver +5, Albuquerque 0. Denver whole- 
tober: Dallas-Fort Worth—Amarillo—Lubbock +5, 7 4 sale trade 7°% above corresponding month last year. 
Wichita Falls +3, El Paso-Beaumont +4, Houston 6 ‘Automobile dealers report heavy sales of new 
+1, Galveston-Shreveport —5, Waco —10, Austin 1938 1939 1940 models; used cars moving satisfactorily. Crops 
—2. Wholesale trade changes: Dallas—San Antonio poor in dry land sections; irrigated sections reported 
+5, Houston 0, Fort Worth +7, Shreveport —10. "OT DENVER y= water sufficient to protect crops. Good bean crop 
— = fair; at good. ———. = E aK jecuia 4 se in dir Mexico pi — Per 
ACK OF rain impeding progress o inter wheat |.) 7 rolis and production steady with September anc 
; A 100 10 ; 4 
and other grains. Payrolls and production steady to Pf tapi / NA, 4 with last October. Steel orders heavy. Lumber 
. . . Neo OO ee + . . . . 
above last year. Lumbering active; oil output " PNAS 1 mills very active; prices on building materials 
steady. Collections steady. Novemper—Depart-  %}—*<—— zt ~ 80 §=advanced during month. Collections fair. No- 
ment store sales about 9% below a year ago. g ay VEMBER—Retail trade 4% above a year ago. 
6oL 60 
1938 1939 1940 
26. Sart Laxe City See 120 27. PorTLAND AND SEATTLE 
SEPT., 97.6 AUG., 99.6 SEPT. 1939, 95.0 r |  SEPT., 93-7. AUG., QI.3. SEPT. 1939, 87.8 
SEPTEMBER—Utah and Southern Idaho department 109 TN 100 SEPTEMBER—Percentage department store sales 
store sales 3°% below level of previous September. REGION r y, ts decreases from previous September: Seattle—Port- 
OctroBper—Salt Lake City retail trade even witha | PY 7 | wt 4 land 3, Tacoma 2. Octoser—Percentage retail 
year ago, up 5 to 6% from the previous month. | “s_l-277 { trade increases over previous October: Seattle 12, 
Wholesale volume 9 to 10% above last October, r 1 Tacoma 7, Spokane 0, Portland 2. Seattle—Port- 
about even with September. Payrolls and produc- 0 land wholesale trade 10% above a year ago. Hop 
tion, as well as sales and employment, steady with hei a _— demand fair. Wheat production in Western Wash- 
a year ago and with the previous month. Crop ‘a 7 - ington about 2% below 1939, smallest since 1934. 
yields generally good; prices slightly lower than a 27. PORTLAND AND SEATTLE 1 Apple crop damaged by insects. Payrolls and pro- 
year ago. Wheat and sugar beet prices lower than 7 duction generally ahead of 1939. Lumber manu- 
in 1939. Wholesale and manufacturing collections '© 10 facturing in Spokane up 5% from a year ago. Paper 
steady with a year ago and with the previous month. 5 es IW, REGION ~ a Am J and pulp mills operating at capacity. Airplane and 
NovEMBER—Salt Lake City department store sales. 7 heavy machinery plants active. Collections fair to 
more than 30°% above a year ago for week ending | Sern r good. NovemBer—Retail sales slightly below 
November 9. r last year. Employment and payrolls increasing. 
oo 60 
1938 1939 1940 
) a ‘ = T 
28. SAN FRANCISCO bay 28. SAN FRANCISCO Bs 29. Los ANGELES 
SEPT., 90.6 AUG., 92.0 SEPT. 1939, 85.9 F | SEPT., 90.0 AUG., 93.2 SEPT. 1939, 81.4 
SEPTEMBER—Percentage department store sales “[ m- REGION - J ac SEPTEMBER—Los Angeles department store sales 
decreases from previous September: San Francisco \ Xe . BoA 4 4% above level of previous September. OcrosER 
4, Oakland 5. OctopeR—Percentage retail trade 80h \C = MG J as lo ©«=9- —Percentage retail trade increases over previous 
changes from previous October: San Francisco— ee 7 October: Los Angeles 5, San Diego 12, Phoenix o. 
Oakland 0, Sacramen 1, Fresno —10. Sa le $2 y > 4% above a ye 
ind 0, Sacramento * Fresno —10 a le Los Angeles wholesale volume 4°% above a year 
Francisco wholesale trade 79% above last October’s 1938 1939 1940 ago. Arizona cotton yield off somewhat due to 
level. Late grapes being shipped; good demand lack of moisture. Farm prices steady. Payrolls 
from wineries. Favorable Fall weather increased 129 ee 12 and production above a year ago, steady to up in 
output of tomatoes and sugar beets. Payrolls and i J month. Airplane production and employment in- 
production steady to above last year. Canning pack fF ; creasing. Other heavy industries expanding. Gov- 
equals last year. Industries involved in defense — / mR RECION Fi J” ernment housing project in San Diego; contract 
very active. All Pacific Coast lumber schooners N i he ia = = award totalling $18,000,000. Collections better 
still tied up by labor troubles. Collections steady to #0} "\¥ 4 == to than a year ago in Los Angeles and San Diego, 
better than 1939. NovemMBEeR—Retail trade even to ae ig 7 poorer in Phoenix. NoveMBER—Retail sales moder- 
12% above a year ago. Defense activity increasing. Pa - ately above Jast year. Building materials active. 
1938 1939 1940 
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SLED HAULING LOGS ON HIGHWAY NEAR FRYEBURG, MAINE—CHARLES P. CUSHING 
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THROUGH THE STATISTICIAN’S EYES 


ODD AND INTERESTING ITEMS FROM THE MONTH'S RECORD 


Matches 


BILLIONS OF MATCHES 
CONTAINED IN: 0 30 60 90 120 150 180 





BOXES OF 
MORE THAN 100 
(STRIKE ANYWHERE) 


BOXES OF 
100 OR LESS 
(STRIKE ANYWHERE) 
SAFETY BOXES 


(STRIKE ON BOX) 


BOOKS AND 
OTHER 








NuMBER oF Matcues Propucep, By Types—1939—U. S. Bureau of For- 
eign and Domestic Commerce—Kitchen matches (boxes of more than 100) 
and book matches were used in much larger quantities than other types. 


Our MATCH-USING HaBITs are changing, according to evi- 
dence presented by U. S. Bureau of the Census figures on 
the production of various types. Fewer of the big boxes con- 
taining more than 100 matches—the well-known kitchen 
variety—and more book matches—easily carried around in 
pockets and often given free by retailers for advertising 
purposes—were produced in 1939 than in 1937 or any other 
census year since 1927. In 1937 we used 223,149,409,000 
matches in the big boxes, against 179,913,931,000 of this 
variety in 1939, while the number of book, wax, wind, and 
other similar matches used increased from 128,183,692,000 
in 1937 to 152,170,571,000 in 1939. ‘Total production of 
matches rose from 411,150,190,000 to 418,665,549,000 in the 
two years. 

Matches are classified in three ways by the Bureau: (1) 
strike-on-box; (2) strike-anywhere; and (3) book, wax, 
wind, and other. Strike-on-box matches, usually smaller 
than the strike-anywheres, are ignited by friction with a 
chemically prepared surface on the box. Strike-anywhere 
matches are double-tipped, with the outer tip containing 
the oxidizing materials; matches of this type generally come 
in boxes of about 500. Almost all matches now produced 
are safety-matches in the sense that the sticks are impreg- 
nated to prevent after-glow. 

The value of imports of matches into the United States 
declined from $417,648 in 1935 to $298,945 in 1939. Exports 
increased from $24,606 to $43,795 in the same period. Value 
of domestic production totalled $30,862,483 in 1937, $25,469,- 
713 in 1939. The 1937 figure includes, however, manufac- 
turers’ excise taxes, paid or accrued during the year, of two 
cents per thousand for wooden and one-half cent per thou- 
sand for paper matches. With the taxes deducted, the 
value of production in 1937 would be $24,656,009. 


Retail Census 


Tue Rerait Census volumes of the Sixteenth Census of 
the United States, when completed, will present much use- 
ful information about retail trade in each State and in the 
country as a whole. Already a few reports in the State 
Series have appeared, giving basic facts about stores, sales, 
personnel, payroll, and stocks of retailers for each State. 
Facts for all Retail Census reports were obtained during 
1940 by a complete canvass of stores throughout the United 
States. The period covered by this Census is either the 
calendar year 1939 or the fiscal year ended nearest Decem- 
ber 31, 1939. 

The State reports show the number of stores, sales, active 
proprietors of unincorporated businesses, number of em- 
ployees, and total payroll for each major business group and 
principal kind of business for 1939, 1935, and 1929. With a 
somewhat more detailed classification by lines of business 
are given inventory figures, and also the total number of 
employees and payroll divided as to full-time and part-time 
employment. 

For counties and all places of more than 2,500 population, 
stores and sales figures are presented by major business 
groups and by five separate kinds of business—grocery and 



































PERCENT CHANGE 
KIND OF BUSINESS 
1939 vs. | 1939 vs. 
1939 1935 1929 1935 1929 

State total $100,235 {1$81,459 /1$101,457 | 2+ 23.1) - 1.2 
Food group 21,091 16,080 18,162 + 31.2 + 16.1 
Grocery stores 4,167 4,276 6,736 - 2.5 - 38,1 
Combination stores 15,574 9,871 7,588 + $7.8 +106.2 
Meat markets 534 657 1,735 - 18.7 - 69.2 
Fruit-vegetable markets 82 78 26 + 5.1 215.4 
General stores (with food) 6,500 9,356 16, - 0.4 - 59.8 
General merchandise group 7,580 6,260 7,267 +21.1 + 4.5 
it stores 3,576 3,259 3,602 |} + 9.7) = 0.7 

Variety stores 1,575 1,003 761 + $7.1 + 8.7 
1 group 3,782 3,755 5,555 + 1.5 - 29.4 
Women's ready-to-wear 1,376 1,160 1,471 + 18.6 - 6.5 
Shoe stores 400 371 + 7.8 =~ 22.8 
Furniture-household group 5,086 2,050 4,316 + 50.5 ~- 26.5 
Automotive group 18,251 15,580 20,682 + 17.0 - 1.9 
Pilling stations 11,547 7,069 4,243 + 65,.5| +172.1 
Lumbe group 5,429 4,191 7,782 | + 29.5) = 50.2 
Hardware 2,677 2,390 2,822 + 12.0 - a 

Eating places 4,414 3,525 4,955 + 25.2 - 10. 
Drinking places 5,605 5,166 (a) + 77.0 (a) 
Drug stores 4,214 3,672 3,777 + 14.8 1.6 

Packaged liquor stores 470 332 (a) + 41.6 (a) 

Other kinds of business 

Fuel, ice, fuel-oil dirs 681 548 881 + 24.5 - 22.7 
) —- Sewelry stores 589 418 742 | + 28.9] - 27.4 
Cigar stores, cigar stands 421 379 1,239 +l. - 66.0 
Florists 174 +611) + 15.7 








(a) Liquor business prohibited in 1929. 
1 Previously published totals of $62,681,000 for _ 1935 and wee 457,000 _for 
1929 are revised to exclude service garages and other 
group whose receipts from service sales exceed their sales of pa Be ty These 
are now included in the Census of Service Establishments 
2 Comparisons with 195s A be affected somewhat a4 the fact that the canvass 
than bl 


in 1940 was more h and t! age more was possi in 1936, 
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RETAIL SALES IN WyoMING BY KINDs OF BusINEss—1939 compared with 

1935 and 1929—U. S. Bureau of the Census—T his table is typical of the 

type of retail trade information which will be available in the Census of 
Business: 1939 for each of the 48 States. 
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combination stores, hardware stores, restaurants and other 
eating places, liquor stores (packaged goods), and feed, 
farm, and garden supplies. Stores, sales, personnel, and pay- 
roll data are given also for counties and all places of more 
than 2,500 population. For cities of more than 10,000 popu- 
lation these figures are classified by kind of business. Other 
Census of Business reports will cover sales-finance com- 
panies (see “Retail Installment Paper” below), wholesale 
trade, manufacturers’ sales, the construction industry, ser- 
vice businesses, hotels and tourist camps, amusements, and 
laundries and dry cleaning establishments. 


Retail Installment Paper 


SALES To ConsuMERS of motor vehicles, household appli- 
ances, oil burners, radios, furniture, and other merchandise 
resulted in the purchase of nearly $2,000,000,000 of retail 
installment paper by sales-finance companies during 1939. 
At the end of the year the total investment in this paper 
was $1,348,824,000, an increase of $205,096,000 over holdings 
at the end of 1938. This represented about two-thirds of 
the total purchases by sales-finance companies during the 
year. In addition, 10,381 of 13,493 insured commercial 
banks in the country reported that they handled retail in- 
stallment paper. Their holdings on December 30, 1939 
amounted to $541,243,000, lifting the total investment in 
such paper to $1,890,067,000. The percentage distribution 
of the holdings was 71.4 per cent in sales-finance companies 
and 28.6 per cent in banks, according to the Census of 
Business: 1939. 


Hotpincs oF RETAIL IN- 
STALLMENT PapeR, END 
OF 1939, By SaLEs-Fi- 
NANCE COMPANIES AND 
Banxs—U. S. Bureau of 
the Census—Total bank 
holdings were only about 
10 per cent higher than 
the “other retail” holdings 
of sales-finance companies. 


By far the largest proportion of all holdings by sales- 
finance companies at the end of 1939, 73.2 per cent, was 
automotive paper, the rest “other retail.” A year earlier 
69.9 per cent was automotive, 30.1 per cent other retail. 
Percentages held by banks at the end of 1939 were in similar 
proportion—71.6 per cent automotive and 28.4 per cent 
other retail. 

Considerable difference was noted among cities as to the 
bank policy prevailing concerning investment in retail in- 
stallment paper. In New York, San Francisco, San Diego, 





St. Paul, and Evansville, Ind., commercial banks held more 
of such paper than did sales-finance companies in these 
same cities. Banks in 29 other cities held 10 per cent or 
less of the amount held by sales-finance companies in those 
cities; included in this group were Chicago, Milwaukee, At- 
lanta, Jacksonville, Birmingham, New Orleans, and Denver. 


Real Estate in New York City 
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Basic Tax RATE AND AssESSED VALUATION OF REAL EsTaTE IN New YorK 

City—1919-1940—Citizens’ Budget Commission, Inc-——The tax rate in 

the fiscal year 1939-1940 was higher than for any other year in the period, 

but assessed valuations were considerably lower than in the early ’thirties. 
Valuations reached a peak in 1932. 


TAXABLE REAL ESTATE in New York City in the fiscal year 
1940-1941 had a total assessed valuation of $16,470,154,054, 
about double the valuation in 1919, but, in comparison with 
recent years, the lowest total since 1928. Ordinary real 
estate (including land and improvements) was valued at 
$14,417,162,863 this year, the real estate of corporations at 
$1,384,804,156, and special franchises at $668,187,035, ac- 
cording to the Citizens’ Budget Commission, Inc. About 
half of the valuation of taxable real estate $8,019,016,066, 
was allocated to the borough of Manhattan, $3,823,449,028 
to Brooklyn, $2,356,175,603 to Queens, $1,971,210,326 to the 
Bronx, and $300,303,031 to Richmond. 

The tax levy budget for the year 1940-1941 amounted to 
$581,048,834. Of this total, $317,740,593 was to be spent for 
personal service, $134,576,305 for long-term debt service, 
$10,500,000 for temporary debt service, $5,809,627 for tax 
deficiency, and $112,422,309 for all other city and county 
expenses. The budget for 1939-1940 amounted to $587,509,- 
839, with appropriations as follows: $312,852,952 for per- 
sonal service, $136,170,294 for long-term debt service, $17,- 
450,000 for temporary debt service, $5,771,179 for tax de- 
ficiency, and $115,265,414 for all other city and county 
expenses. 

A functional analysis of the budget revealed that the 
largest appropriations in 1939-1940 were $159,391,473 for 
debt service and tax delinquency, $119,608,340 for education 
and recreation, $113,490,111 for protection of life and proper- 
ty, correction, and water supply, and $69,136,481 for health, 
sanitation, and hospitals. 
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NuMBER OF FAILURES 


(New Series) (Old Series) 
1940 1939 1939 1938 


INDUSTRIAL AND COMMERCIAL FAILURES 


CurRENT LIABILITIES 
Thousands of dollars 
(New Series) (Old Series) 
1940 1939 1939 1938 1940 








jan...< 4,237 3567 1,263 1,397 15;279 20,790 19,122 21,415 67.1 
Feb. ... 1,042 1,202 963 ~=1,149 13,472 13,582 12,788 21,028 66.7 
Mar.... 1,197 1,322 1,057 1,167 11,681 19,002 17,851 40,325 62.6 
Apr.... 1,291 1,331 1,064 1,172 16,247. 18,579 17,435 21,147 70.1 
May ... 1,238 1,334 1,028 1,123 13,068 15,897 14,664 19,139 66.9 
June... 1,114 1,119 847 =—-:1,073 13,734 12,581 11,460 15,918 62.5 
bely 2... Says) 25053 885 1,038 16,213 14,999 14,128 14,761 63.0 
Aug. .. 1,128 = 1,126 859 ~—s-:1,015 12,997 12,637 11,259 16,382 60.6 
Sept... 976 1,043 758 866 11,397 10,545 9,402 14,341 54.3 
Od. ... Saar aas4 916 997 12,715 17,464 16,140 13,219 61.7 
ee 1,184 886 984 nike 13,201 19,877 12,302 sete 
J ee 1,153 882 875 13,243 12,078 36,528 she 
Total... . .. -14,768 11,408 12,836 182,520 168,204 246,505 
+ Apparent annual failures per 10,000 enterprises. 


UNADJUSTED 

(New Series) (Old Series) 
1939 1939 1938 1940 1939 1939 1938 
86.0 69.3 76.2 54.6 69.9 56.3 62.c 
78.0 62.5 75.2 58.0 67.8 54.3 65.4 
72.6 58.1 64.8 61.4 71.9 57.5 64.2 
73.1 58.5 65.5 67.4 71.0 56:8 63:2 
70.5 54.3 59.8 65.6 69.8 53.8 59.2 
66.5 50.3 64.1 64.4 69.3 52.4 67.5 
63.0 48.3 57.2 70.8 70.8 54.3 64.3 
61.4 46.8 53.8 71.3 72.2 §5.1 63.3 
59.0 42.9 51.6 64.6 70.2 51.1 61.4 
67.0 49.7 54-7 67.1 72.8 54.0 59.4 
72:6 54.3 539 ..- 

65.0 49.7 56.7 





69.6 53.7 61.1 


+ For seasonal variation. 


Dwun’s INsoLveNcy INDExt 
Apjustep ¢ 
(New Series) (Old Series) 


69.8 52.2 51.8 
64.3 49.2 56.1 








ANALYZING she RECORD of INDUSTRIAL 
and COMMERCIAL FAILURES 


HE usual seasonal Fall increase in 

the number of industrial and com- 
mercial failures began in October with 
a rise of 14 per cent. The number of 
failures reported in October reached a 
total of 1,111, compared with 976 in 
September. Liabilities also increased, 
from $11,397,000 in September to $12,- 
715,000. A year before, in October 1939, 
failures numbered 1,234 with liabilities 
of $17,464,000. 

The insolvency index, which relates 
failures to the number of concerns in 
business, rose 7.4 points, from 54.3 in 
September to 61.7. This October rise 
exceeded the average of the September- 
to-October upward movements which 
have occurred over a long period of 
time. The seasonally adjusted index 
therefore rose also, from 64.6 in Septem- 
ber to 67.1 in October. 

Thus far in 1940, failures touched 
their lowest point in September, with 
a total of 976 cases, or 54.3 in every 
10,000 concerns in business. This low 
compared with a 1939 low, also in Sep- 


OCTOBER FAILURES RISE SEASONALLY 


tember, of 1,043 failures, or 59.0 in every 
10,000 concerns. The floor of failures 
in 1940 was therefore some 7 per cent 
under the previous low. 

On a seasonally adjusted basis, the 
general level of October failures was 
on a par with that of April and May 
of this year, before the increases which 
took place in the Midsummer months. 
It was 8 per cent below the level of last 
October, when the adjusted index stood 
at 72.8. 

October failure increases were in evi- 
dence in all the main industry groups 
except commercial service. Manufac- 
turing failures in total, in their first rise 
since May, were up 14 per cent; whole- 
sale trade failures, 6 per cent; retail 
trade, 16 per cent; and construction, 23 
per cent. The drop in commercial ser- 
vice amounted to 10 per cent. 

Within the respective groups, how- 
ever, increases were not widespread, 
but appeared to be confined to a few 
lines of activity. In manufacturing, 
only in foods, textiles, and machinery 
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were appreciable rises evident. In other 
manufacturing lines there were de- 
creases or little change. In wholesale 
trade there were no significant in- 
creases, a few added failures here and 
there accounting for the 6 per cent total 
increase. 

In retail trade, with a total rise of 16 
per cent, increases were more general. 
Failures in foods, general merchandise, 
apparel, hardware, automotive prod- 
ucts, and restaurants were up, the great- 
est rise being 58 per cent in automotive 
products, confined almost entirely to 
automotive dealers. 

The rise in construction failures was 
entirely among sub-contractors, with 
heating and plumbing lines most af- 
fected. 

The actual number of failures re- 
ported in October was 10 per cent below 
the number a year before. The levels 
of the three main groups, manufactur- 
ing and wholesale and retail trade, ran 
from g to 14 per cent under their respec- 
tive levels of last October, while con- 
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struction failures were 29 per cent above 
those a year before, and commercial 
service failures were little changed. 








INDUSTRY October October Per Cent 

Group 1940 1939 Change 
Manufacturing .... 214 235 —9 
Wholesale Trade. . 115 129 —II 
Retail Trade...... 667 772 —1I4 
Construction ..... 71 55 +29 
Commercial Service 44 43 + 2 
17a || MRR ane I,III 1,234 —I10 


Although manufacturing failures as 
a whole were g per cent lower than last 
October, failures in foods, textiles, and 
fuels in particular were currently more 
numerous. Failures in drugs and 
leather goods were lower than a year 
ago. In wholesale trade decreases were 
general, but in this group also fuel fail- 
ures had increased in number. 

In retail trade, failures in every line 
were under those of last October, from 
4 per cent in restaurants and 7 per cent 
in general merchandise stores to 29 per 
cent in drug stores and 38 per cent in 
general stores. 

In October over half of the failures 
were very small ones with liabilities 
under $5,000. These very small failures 
increased 18 per cent in October over 
September, compared with a 5 per cent 
increase in failures of the next size, 
those with debts between $5,000 and 
$25,000. However, the combined total 
of these two groups of small failures 
constituted practically the same propor- 
tion of the total record as in the month 
of September, go per cent. The greater 
part of the increase of the very small 
failures was among retailers; in manu- 
facturing, failures of the second size 
group rose more sharply than failures 
in the smallest size group. 








S1zE OF October October Per Cent 
LiaBILITIES 1940 1939 Change 
Under $5,000..... 609 523 +16 
$5,000-$25,000 ... 393 600 —35 
$25,000-$100,000 . 85 87 —2 
$100,000 and over . 24 24 0 
| Se eee arene B,EEI 1,234 —I10 


Substantial failures with debts of 
$25,000 to $100,000 increased in October 
from 74 to 85, or 15 per cent, and very 
large failures from 16 to 24, or 50 per 
cent. There was a greater number of 
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In the charts in this panel the lines for 1939 and 1940 record the movements of new | 
series, which represent a more nearly complete coverage of business failures. A com- } 
parison of both the old and new series for 1939 appeared in the March 1940 number. 
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large failures in every main industry 
group except construction. 











Fartures By Divisions oF InpustRy—OcToBER, 1940 AND 1939 
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Compared with a year ago, very ers > ae ne 
small failures were more numerous, Oct. Sept. Oct. Oct. Sept. Oct. 
and failures of the next size fewer in 1940 1940 1939 mo 06 C9 
number. The combined total for the  Torar Unrrep STATES. ..........000005 I,III 976 1,234 12,715 11,397 17,464 
two size groups, however, was lower 
and contained the entire failure de- M4NUFACTURING Co Ee ere 214 187 235 55329 4,779 6,959 
crease from last October; the number paar» ARE Tee ee 54 36 46 1,156 311 1,500 
of failures in the large size groups Textiles + bi5 6 eb, oo 0 See w 6:6 606 6. 0:6 81e w aes 50 40 44 1,388 697 579 

; ; eg ote. ae eee a 21 2 18 227 866 1,411 

was practically unchanged in the two Paper, Printing and Publishing........ 21 20 28 894 399 484 
periods. agg GINA PUIG oc sa ass, 5 sinus 160 8 8 14 432 195 135 
: ee oor oor ee ae 8 6 3 435 1,295 III 

The October increase amounted to Leather and Leather Products......... 6 8 12 100 72 327 

15 per cent in the 25 largest cities and — a : and Products........ 2 3 9 65 162 172 

a ; RINE NINN so Ac lavie sine wi ose. 1ece eh eeere yf 7 10 g2 49 274 

12 per cent in the balance of the coun- ~~ aguas: METEOR Te 13 7 12 132 146 ‘1,455 

try. Increases in some of the large cities — Equipment............ 3 7 4 47 260 134 

° ° WM es fartoin ce roca Spe a oe eccarerbigeseieiseils 2 2 2 7 

were sharp, particularly in Cleveland, = = al ” 

Boston, Milwaukee, and Cincinnati. wWryoresare Trave (total)...........--. 115-108 ~—129 1,846 1,660 3,208 
The New York City increase reached scales ; ; va : : 

: arm Products, Foods, Groceries. ..... . 4 4 47 06 93 1,013 

29 per om. In nearly half of the 25 Clothing and Furnishings. ........... 6 9 6 Ig! 50 58 

largest cities, however, some slight de- Dry age WF I 5 a vie knen su 0s 3 : 3 9 = 22 

, ; Lumber, Building Materials, Hardware. . 13 270 2 253 

creases were recorded. Compared with ada ................ : ; ; “i a Po 

a year before, large city failures were "ep alae eat « TCE iA pe ae 4 3 ; 165 13 3 

ae : : Automotive Products. ............06- 5 4 29 42 

relatively lower than were failures in Seite ......csccccs : . 8 = Be: Ps 

the rest of the country. aa a RR En Nea aa ae aS 35 28043 470 436 854 

There were some sections of the 
country er ae aes RETAIT. TRADE (OID) 6.5.6: esicawaneanes 667 574 #4772 4,112 3,524 5,378 
spond to the upward seasonal influ- Foods ............. pusrarnvousvens 203 169 227 ~ » 1,131 

- Farm Supplies, General Stores......... 18 16 29 I 4 170 
ences. While increases were sharp in General Merchandise. ............... 24 17 26 100 182 329 
the Boston, New York, Cleveland, At- Rinnai es aca ween iain ens 114 102. 127 648 515 " 
: Furniture, Household Furnishings... . . . 32 35 39 303 41 289 
lanta, and Dallas Federal Reserve Dis- Lumber, Building Materials, Hardware. . 36 29 47 362 208 ano 
tricts, and appreciable in the St. Louis, Automotive Products. ..........--... 66 42 72 6st a8 485 
. : ee : oT ee nae RAIMA eae 106 92 III 564 762 945 
Chicago, and Richmond districts, fail- ON aes eet EN Seren Mester gra 36 46 50 229 236 549 
ures were slightly off in the Philadel- PRTUOENED «10's Sescodioraa ata tevierain!s Saisie 32 26 44 222 179 368 
phia, Kansas City, and Minneapolis 
sections, and considerably ee CONSTRUCTION (total) <.... <0: disiciewicesicss m1 58 55 854 893 1,129 
San Francisco district. General (Contractors... .<0sis.sisieisre sc 6 5 13 115 110 524 
. Bs 2 38 Carpenters and Builders............-. 9 13 12 97 152 247 

In only two scattered districts, St. Building Sub-contractors. ..........-- 51 33 29 562 348 208 
Louis and San Francisco, were 1940 ier KCONWACtGrs «5 =. 6 Lin cee ee aca 5 7 I 80 283 150 
failures from January through October 
higher than those of the comparable CoMMERCIAL SERVICE (total)..........-- 44 49 43 574 541 790 
period of 1939. Cleaners and Dyers, Tailors........... 10 14 10 81 134 93 

; Haulage, Buses, Taxis, etc... .....5....% 7 13 10 122 199 176 

BRE os eicie in pie eee ea lnereie wre 2 I 4 14 18 110 

FEDERAL RESERVE Jan.-Oct. Jan.-Oct. Per Cent UIA po 502 Soares aah oars alain eats 7 3 6 190 36 59 

Districts 1940 1939 Change Ce ee ie eae ee Te eee 5 5 I 41 53 9 

Cleveland ....... 565 704 —20 UOC 5 5. sus conv. 3'5.314' wiser wd wlaleinls 13 13 12 126 101 343 

Kansas City...... 462 551 —16 

coal eos “A a Comsition Tih September. The levels of both number 

New York....... 4,182 4,687. ~—I1 ee eee and liabilities were far under those of 

aaa tags a pe - : Canadian failures increased during last October, when failures were at the 

Philadelphia ..... 769 809 —s5 October after sharp declines in the two _ peak of an upward movement of several 

~<a Shion — 33, 2: Previous months. They numbered 79, months’ duration. In October 1939 fail- 

St. Louis........ 359 345 +4 compared with 66 in September. Lia- ures totalled 154 with liabilities of $1,- 

Prand ? P p 54 > 

Pee eee... See 1122 +9 bilities, however, continued to drop, to- 370,000. The current month’s increase 
ee 11,509 12,516 —8 _ talling only $512,000 against $577,000 in was well distributed geographically. 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 


More detailed figures appear in ‘‘Dun’s Statistical REVIEW" 


















































Building Permit Values—215 Cities Dun & Bradstreet 
GEOGRAPHICAL October October Per Cent September Per Cent H Wholesale Food Price Index 
Cnet: 194° 1939 Cane i Change The index represents the sum total of the 
New England ogicne $9,274,599 $5,399,362 -+ 71.8 $9,219,995 + 06 | wholesale price per pound of 31 commodi- 
Middle Atlantic..... 32,405,650 31,200,602 + 3.9 24,551,874 -+ 32.0 | ties in general use. ; 
South Atlantic...... 17,653,717 16,888,468 + 4.5 15,662,092 + 12.7. | Wirkzs: ae ae 
East Central. ....... 36,017,912 22,873,632 + 57.5 27,652,187 + 30.3 | jon $2 $2 $2.38 $2.68 
South Central. ..... 11,135,938 18,803,196 — 40.8 11,057,357 + 0.7 |} N sie aielp a wean Foe we 
: H Nov. 12.. 243 244 230 2.73 
West Central. ...... 7,061,250 5,825,291 + 21.2 6,982,722 + 11 | Nov . “ <a. aan 
Mountain ........ 2,366,726 2,179,471 + 8.6 3,113,032 — 24.0 | pi Pa a“ ss ca 238 mf 
i 1 a a 2. 2. x 2. 
RAC oo ene. os Ss 21,254,433 14,743,862 + 44.2 20,703,112 + 2.7 Oct. 22.... 2.33 2.44 2.38 2.74 
Total U. S. coon $137,170,225 $117,913,884 + 16.3. $118,942,371 + 15.3 ! Oct. I5..-. 2.33 2.43 + — 
New York City. .... $17,963,804 $20,510,045 — 12.4 $15,336,640 +171 ! on ia Pi za er 286 
Outside N. Y. C.... .$119,206,42 ,403,8 22, ,605,7 ; ' Bees 625 “41 . . 
aati s = me Teens + + Seles + 8 Sept..24.... 23% 2.46 2.43 2.86 
i Hic Low 
Bank Clearings—23 VU. S. Cities 1940.. $2.44 Nov. 19 $2.18 June 18 
(Millions of dollars) 1939.. $2.46 Sept. 19 $2.13 Aug. pi 
Monthly —~ Daily Average————— 1938. : $2.53 Jan. 4 $2.34 May a 
1940 1939 1938 1940 1939 HOSE hoo ws Dati ee ee ls Se eee 
January ivensie stom, ease 23,383 21,979 928.5 935-3 79.1 
February . 20,641 19,885 17,735 897.4 903.8 806.2 Dun & Bradstreet 
pay ; 2 23.893 25,192 22,996 916.7 933.0 851.7 Daily Wholesale Price Index 
+ | 6 SS SS Ee: 30 Basic Commodities 
May oiiiiecis.| (emis 22,374 20,324 936.9 860.5 813.0; 
Re ros cece cane 21,838 23,212 24,124 873.5 892.8 927.8 | (1930-1932 = 100) 
July Ae 22,939 21,576 21,799 882.3 863.1 872.0 |} 2 ‘6o— — 
AUCUSE 0. 30: 21,046 22,782 19,890 779.5 843.8 736.7, | Nov. Oct. Sept. Aug. 
September . . 21,083 24,015 21,924 878.5 060.6 877.0 of 120.19 118.39 t.... 113.69 
October... 2-2 25,289 22,469 24,208 972.7 898.8 968.3 a 120.25 118.57 *.... 113.30 
November .... _...... 22,807 21,819 ee 991.6 948.6 H 3. tou SROG4. BAT <P A 
December)... 2... 26,827 27,905 1,073.1 1,073.3 a 120.75 118.35 115.01 t.... 
H ae *. ... 118.91 115.72 113.20 
MiGtab ees . Ieouetos 276,503 266,541 919.6 882.8 — 120.74 +.... 115.16 113.17 
aoe aia : : 120.54 116.04 °.... 38923 
Bank Clearings for Individual Cities . 196 12466 $2... ae 
(Thousands of dollars) } Oe. 122.19 118.91 115.08 113.42 
; I0.. Ponts DIGI 85.000 F222, 
October October Per Cent September ; 
1940 1939 Change 1940 11.... * u« “89.44 115.13 en 
Ce 1,127,776 1,012,796 + 11.3 927,148 |! 12 122.29 * 3... BESTE 849-47 
Philadelphia .......... 1,889,000 1,704,000 + 10.9 1,613,000! 53. 122.47 f... 33542 “197.00 
UR al ce as crocs 169,125 156,298 + 8.2 145,922 14. 122.98 119.69 115.20 113.34 
BCA Fo go Fst ws 627,878 554,805 + 13.2 587,845 15 122.67 I20.10 +.. 113.05 
Schon, ere 534,445 466,445 + 14.6 475,837! 16.. 123.05 119.87 115.21 112.54 
Cincinnati erst Baise cuicts 289,647 269,858 + 7.3 260,403! iesus $2.) Tagan eas 6e, ©2.:. 
DaMimote «of oce cass 392,528 337,148 + 16.4 315,831! 18 123.09 120.27 115.58 t+.... 
Richmond 2 4....4.d00x 237,092 201,191 + 17.8 193,486 5g. 123.22 120.36 ph vee 
UREN are iret <u ohy Shera 332,600 290,300 + 14.6 266,300 |! 42 122.87 t.... 115.84 132. 
New Orleans)... 2... 198,636 199,415 — 04 161,782 2¥. ©... F20g900 195,04 152.07 
Chicago Bee aed ol ct: 1,479,190 1,350,564 + 9.6 1,272,495 22. 123.65 320,05 *:.... BI¢a2 
Detroit 599,465 458,071 + 30.9 513,17 23 123. 121.47 116.69 112.97 
: 3,179 ¢ 3-74 
St. Louis NA 436,449 410,542 + 6.3 373,858 54... Fiicas Bags “2.08%... 
Bouisville. 25.<s..u.05. 178,682 155,946 + 14.6 153,838 | 25. 123.87 20.98 -11746. *.... 
Minneapolis .......... 355,667 322,449 + 10.3 327,410 26. . 123.97 120.43 137-45 113.62 
Kansas City. .... 462,417 437,514 + 5.7 402,417 ! Sf sp iy Sate “PEAS, EERE. 
' a8, 120.29 118.28 113.93 
AN art. ete iis oe: 155,884 142,453 + 9.4 132,028 ua. 4 aaa 
LOE eg Ay Re 5 San, od 289,793 262,318 + 10.5 235,951 29.. i , 3-73 
PRICED 02 Val vals gore es 241,096 225,536 + 6.9 207,136 Se a ae ea as 
San Francisco. ........ 711,426 660,393 + 7.7 657,741 ae: a. ie: 
Portland, Ore.......... 180,802 151,228 + 19.6 166.423 + Sunday. * Markets closed. 
SOMA ores act ts ile: 194,756 173,219 + 12.4 181,459 a Site 
Total 22 Cities 11,084,354 9,942,489 + 115 9,571,489 H 1940.. 123.97 Nov. 26 112.42 Aug. 19 
New: York... ...65 2.2<: 14,204,912 12,526,801 + 13.4 11,511,800 i 1939.. 124.19 Dec. 18  ro1.go July 24 
Total 23 Cities. .. 25,289,266 22,469,290 + 12.6 21,083,289 I 1938.. 117.06 Jan. 10 102.43 June 2 
' 
' 
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WHAT'S NEW AS OBSERVED 


Phenol—The most important raw 
material used in the production of plas- 
tics by Durez Plastics and Chemicals, 
Inc., North Tonawanda, New York, is 
phenol. Two years ago the company 
began erection of a $2,000,000 plant to 
make the benzene derivative by a proc- 
ess so intricate that when first offered 
many chemists refused to consider it. 

A German development called the 
Raschig process, this method for mak- 
ing phenol is a sort of ever decreasing 
chemical circle. You start with benzene, 
hydrochloric acid, air, and a catalyst. 
You come out at the end, ready for a 
new start, with hydrochloric acid and 
the catalyst. Along the route of manu- 
facture a goodly amount of phenol has 
been drawn off. 

Durez’s new plant produces less than 
one-tenth of a pound of by-product to 
each pound of phenol. Previously, from 
three to five pounds of by-product ac- 
companied every pound of phenol. 

Forty miles of pipe are used to con- 
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HERE and THERE wm BUSINESS 


BY THE AGENCY’S REPORTERS 


nect towers and distillation units. Three 
miles of this are glass, porcelain, or 
rubber. To prevent interruption of the 
process, duplicate equipment has been 
installed at every stage of manufacture. 

Durez regards its new plant as one 
step toward producing better molding 
plastics which in time may be used to 
form large sections of automobiles or 
airplanes. 


A nti-trust—When the Bausch & 
Lomb Optical Company, Rochester, 
New York, did not contest an anti- 
trust suit brought against it, there was 
created a delicate situation in public 
relations. Bausch & Lomb people say 
with some warmth that the consent 
decree expressly states that no admis- 
sion of guilt was involved. 

Bausch & Lomb’s method of han- 
dling the matter was to issue a sixteen- 
page booklet, Bausch & Lomb and our 
National Defense. Printed on 8 by 1o- 
inch, india coated paper with a few 


Orricr—After planning an efficient flow of work, All-Steel-Equip Company put up a 


window-less building to fit. 


The lighting and use of wall murals are unusual. 






ConvERTIBLE Desks—Use of a standard 
base, different size tops, and a typewriter 
platform which replaces one drawer are 
features of a new convertible desk manu- 
factured by Stow-Davis Furniture Com- 
pany, Grand Rapids, Michigan. By bolt- 
ing a different size top to the base and 
using the typewriter platform an office can 
make any of eleven different desk types. 
The convertible was developed by W. E. 
Tarr and C. 1. Center, Studebaker Corpo- 
ration, South Bend, Indiana. At left, the 
executive desk with a conference table top. 
Removable typewriter platform below. 





big illustrations and a great deal of 
text, this is the company’s reply to ad- 


verse publicity. It was very widely 
distributed to the press and to all the 
company’s customers. 


Office—When a modern office and 
electrical equipment rnanufacturer pre- 
scribes for his own office, the result 
should be a working sample of what’s 
good. And to finda recent sample look 
through the new offices of All-Steel- 
Equip Company, Inc., Aurora, Illinois. 
They’re on the second floor of a win- 
dowless building designed and built by 
the Austin Company, Cleveland, Ohio. 

To overcome the effect of an en- 
closed space, the designers use color, 
wall murals, and glass partitions. The 
large general office has canary yellow 
walls, eleven feet high, and light green 
ceiling. In private offices flanking this, 
the ceiling is 18 inches lower and the 
color scheme is reversed. Private office 
walls carry landscape murals visible 
from the general office. The entire 
west end of the general office has a 
55-foot photo mural in panels. 

The office layout provides for the 
most efficient flow of work and allows 
for future expansion. ‘The present 
force can be increased 25 per cent with- 
out any rearrangement. Illumination 
is by fluorescent tubes in troughs in 
the ceiling. The system uses 26,000 
watts and almost half a mile of fluores- 
cent tubing. Light troughs and re- 
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flectors were made in All-Steel’s own 
shops. 

Average light meter readings range 
from 46 foot-candles to 55 at desk-level, 
depending on the spacing of the ceiling 
troughs. Walls in private offices ab- 
sorbed more light than the general area, 
so two-tube lamp trough units were 
installed there. 





Ercuinc—Associated American Artists, 
Inc., New York, is offering business Christ- 
mas cards such as that above, which is by 


Thomas Benton. They also do special 
architectural etchings for individual cards. 


Cotton—Flame-proof cotton is be- 
ing marketed for use as building in- 
sulation. A chemically treated product 
which will char but won’t burn, it 
is made by the Barnhardt Manufactur- 
ing Company, Charlotte, North Caro- 
lina. An acetylene torch cuts a hole 
through it without setting the pad 
afire. A white hot rivet, wrapped in 
two pounds of the cotton, merely 
charred it, causing a weight loss of 5 
per cent. 

This Natur-Temp cotton comes in 
rolls cemented to heavy water-proof 
paper, in customary widths and sizes 
for insulation. It is being distributed 
through the building supply and 
jobbing trade. Development and in- 
troduction of the product is in co- 
operation with a Department of 
Agriculture program. 


Record— This year drivers for the 
United Parcel Service made a clean 
sweep of all top places in the depart- 
ment store groups of a National Fleet 
Safety Contest, sponsored by the Na- 
tional Safety Council. There were 64 
fleets entered. 

Among larger department store 
fleets, Pasadena, California, drivers 
won top honors for United Parcel with 
a rating of .go of an accident for every 
100,000 vehicle miles driven. Second 
in this same group was the company’s 
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PAIRED WITH THE FOR STEAM ECONOMY 


Firestone 


A PIONEER IN RUBBER 
FROM TREE TO TIRE 











BY 


COMBUSTION 
ENGINEERING 


LEADING THE WAY IN 
STEAM GENERATION 


One of the first to bring rubber manufacture under unified quality control from 
tree to tire, the Firestone Tire and Rubber Company stands out, even in a pro- 
gressive industry, for its pioneering-minded management. 

From West Africa to Akron, this foresight is in evidence, showing up as elsewhere 
in the choice of steam generating equipment. For after all, those who set modern 
standards are the first to demand modern standards in everything they buy. 

Naturally enough, Firestone has seen fit to select COMBUSTION ENGINEERING 
steam generating equipment to meet its major requirements. From a mighty unit 
at Akron, operated at 1400 lb. pet sq. in., down to simple HRT type boilers for plan- 
tation service, COMBUSTION equipment has satisfied the demands of Firestone’s 
alert and cost-minded management. 

Just as Firestone pioneers in rubber production, so C-E sets the standards in 
modern facilities for low cost steam supply. Whatever your steam demands, you 
too will find COMBUSTION ENGINEERING ready to plan an installation that will meet 
your specific requirements, reflecting “leadership” standards in design, construction 
and performance. 


COMBUSTION 
ENGINEERING 


200 Madison Avenue, New York, N. Y. 


A-472 


C-E PRODUCTS INCLUDE ALL TYPES OF hy BOILERS, FURNACES, PULVERIZED FUEL 


ALSO SUPERHEATERS, ECONOMIZERS AND AIB HEATERS 





SYSTFMS AND STOKERS; 
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TO THE COMPANY 
WITHOUT A LOAN PLAN 
FOR EMPLOYES 


OU—and other executives in your company 

—have probably often seen how money 
worries can break the morale of a good em- 
ploye. You realize that when a worker has un- 
usual expenses too large to be paid out of 
savings he should be able to get a loan. From 
the company? Your company may well feel 
that making personal loans is a specialized 
undertaking for which it hasn’t the experience 
or the means. Where, then, shall your em- 
ployes borrow? 


An answer to the problem 


To supply emergency credit for wage workers 
is the job of the family finance company like 
Household Finance. The company operates 
under state laws written to serve and protect 
the borrower. These laws embody the recom- 
mendations of the Russell Sage Foundation— 
an impartial, research organization which has 
devoted years to the study of the small bor- 
rower’s credit needs and how best to meet them. 


Loans without wage assignments 


At Household Finance the responsible worker 
can borrow up to $300 in a simple, private 
transaction. No endorser or bankable security 
is needed. No wage assignment is taken. Repay- 
ment is made in convenient monthly install- 
ments. Last year Household made over 800,000 
such loans to men and women in all branches 
of industry. 

The table below shows some typical loans 
and payment plans. The borrower may choose 
the payment plan which best fits his own 
needs and income. Installments include charges 
at the rate of 244% per month (less in many 
territories). These charges are substantially 
below the maximum allowed by the Small Loan 
Laws of most states. 











AMOUNT| AMOUNT PAID BACK EACH MONTH 
OF Including All Charges 
CASH 2 6 12 16 20 
LOAN mos, mos. mos. mos. mos. 
loan loan loan loan loan 
$ 20 |$ 10.38 |$ 3.63 |$ 1.95 
50 25.94 9.08 4.87 
100 51.88 | 18.15 9.75 |$ 7.66 |$ 6.41 
150 77.82 | 27.23 | 14.62 | 11.49 9.62 
200 103.77 | 36.31 | 19.50 | 15.32 | 12.83 
250 129.71 | 45.39 | 24.37 | 19.15 | 16.04 
300 155.65 | 54.46 | 29.25 | 22.98 | 19.24 




















Above payments figured at 24% per month 
and based on prompt payment are in effect in 
Maryland and several other states. Due to 
local conditions, rates elsewhere vary slightly. 











We believe that a family financial service 
should teach and encourage borrowers to spend 
wisely and buy intelligently. So our staff of 
home economists gives practical guidance in 
budgeting and household buymanship. Hun- 
dreds of schools and colleges use the booklets 
developed for this work. 

If you employ or supervise men, you are 
invited to send the coupon for further informa- 
tion. You will be under no obligation. 


HOUSEHOLD FINANCE 





(= 


Headquarters: 919 N. Michigan Ave., Chicago 
One of America’s leading family finance organ- 
izations, with 282 branches in 184 cities 
SSeS SBS SS SBS SS SS Se eee eS SS Se 

HOUSEHOLD FINANCE CORPORATION, Dept. DR-L 
919 N. Michigan Ave., Chicago, III. 

Please tell me more about your loan service for 
wage earners—without obligation. 








Movir—At regional stockholder meetings 


held by General Mills, Inc., 
ture dramatized the company’s financial 
operations. This scene shows Mr. Boss 
Flour Sack rubber-legging along past an 
operating statement. At the meeting in 
New York biggest laugh was set off by 
the sleepy little guy at right, depreciation, 


a motion pic- 


Newark South, New Jersey, fleet, with 
1.32 accidents. The White Plains, New 
York, fleet was third with 1.46. 

Among smaller department store 
fleets, United Parcel also took the 
three top places. Ventura-San Bernar- 
dino drivers had a rating of .60, the 
San Diego lads stood at 1.39, and a 
third California group, Long Beach, 
were rated 1.60. 

The United Parcel safety program 
which showed such tangible results is 
a complete one. Men who drive two 
years without an accident receive an 
engraved certificate in a fine wallet. 
Three years brings a new certificate; 
four years a pen and pencil set and 
certificate; five years an engraved gold 
watch. For each year beyond the 
fifth, a driver receives $50. Ten-year 
drivers earn a letter inviting man 
and wife to visit the office and select 
a chest of table silver. The $50 comes 
too. 

Driver training includes films, a 
safety court plan, daily bulletins read 
before drivers go on a route, station 
meetings, and inter-station safety 
quotas of accidentless days. Meeting 
the quota brings the station group $50. 


Pyro—Tetrasodium pyrophosphate 
has been known since 1828. Recently 
the A. R. Maas Chemical Company, 
Los Angeles, California, built a plant 
to make it—which makes it news in 
two ways. 

First, the plant. According 
chemical consultant Foster Dee Snell, 
Brooklyn, New York, this is a change 
from ordinary commercial operation. 


to 


Maas purchases raw phosphorus from 
the TVA and ships it across the 
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ACIDo and ALKALI RESISTANT 


Dyy¢k: 


for FLOORS 


Imparts Enamel-like Finish 
in Beautiful Color 


COLORFLEX is an excellent, 
colorful preservative for use on 
wood or concrete floors. Quickly 
applied with ordinary roof brush 
or mop. Eliminates painting. 
Penetrates the pores of the floor 
. won't skin off, check, craze 
or crack. Raw alcohol has no effect on it. Sulphuric 
acid won’t touch it. It’s fire resistant. The gloss stands 
up under the hardest kind of floor traffic. Over wood, 
COLORFLEX prevents splintering. Over concrete it pre- 
vents dusting. Dries in four hours. Used indoors or out. 
COLORS: Tile Red @ Linoleum Brown 
Battleship Gray @ Emerald Green 
Write for complete COLORFLEX information . 
of FREE TRIAL OFFER. No obligation. 


FLEXROCK COMPANY 2acatcnmnins St. 


Philadelphia, Pa. 






. details 








ASSEMBLY, fastening, tacking, tagging opera- 

tions—in plant or shipping room—are 
speeded up and costs cut with Model T-1 
HANSCO tack Tacker. Drives Hansen T-head 
Tacks, 3/16-inch to 1/2-inch lengths. 


First of its kind to drive tacks, this unique 
device drives fast as you grip into hardest woods, 
thru thin metal or tin. Replaces 
ordinary tacks, brads and glue. Ex- aay 
ecutives—plant superintendents— fye)@i)a°) 


investigate! 
019 RAVENSWOOD AVE. 


A.LHANSEN GS" *cHicaco. ie. 








CHRISTMAS SEALS 


CHRISTMAS 


i940 





Help to Protect Your 
Home from Tuberculosis 
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continent to be burned to phosphorus 
pentoxide and converted into phos- 
phoric acid. Previously the phosphoric 
acid was simply purchased from a 
large supplier. 

The second interesting thing about 
manufacture of this chemical—herein- 
after to be called pyro, is that demand 
has increased 2,000 per cent in the 
past two years. After 110 years of ob- 
scurity, it’s now being pushed by al- 
most all the big chemical manu- 
facturers. 

Pyro has boomed for two main uses. 
It washes clothes whiter in hard water 
and it is useful in drilling oil wells. 
In the latter it reduces the viscosity of 
clay drilling muds pumped around the 
bit. 

Almost all the well known home and 
trade laundry soaps in bead, granule, 
or powder form contain 10 per cent of 
pyro, although so far it isn’t found in 
bar soaps. 

The United States used 50,000 tons 
of anhydrous tetrasodium pyrophos- 
phate in 1939. One ton contains three 
times as much phosphate as is found 
in the much better known chemical, 
trisodium phosphate. 


Payrolls—For computing payrolls 
under the 4o-hour provision of the wage 
and hour legislation there’s available a 
visible record system called the Acme 
Visible Pay Calculator. It contains 261 
individual wage record tables covering 
every period of service from one-quar- 
ter-hour to 60 hours. Makers are Acme 
Visible Records, Inc., of Chicago, 
Illinois. 

Hourly rates from 30 cents to $1.50 
appear in half-cent steps and those from 
$1.50 to $2 in 2!4-cent steps. To use 
the calculator a payroll clerk finds the 
correct hourly wage rate on the margin, 
flips up the cards to the proper one for 
that rate, and glances along the line to 
the proper amount for a given work 
period. 


Pacer—For locating from one to twenty 
employees a new pager, announced by The 
Autocall Company, Selby, Ohio, costs less 
than $50. It signals by ringing a bell. 
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Y 5 spur guns that OPEN ACCOUNT FINANCING was the easiest 
and soundest way to finance their business without increasing 
their capital investment, MAJOR MILLS, INC.,* eliminated one 
stubborn problem by a simple change in method. 


They changed from the Notice to Customers to the ‘‘NON- 
NOTIFICATION” Plan. Customers had objected to having a third 
party in every transaction—an outsider supervising credits, and 
making collections. Continuance of the former plan threatened 
the loss of some desirable accounts. 


Investigation of our ‘‘NON-NOTIFICATION” Plan quickly led 
to its acceptance. 


It restored to MAJOR MILLS, Inc. its proper function of passing 
on credits to customers. 


It re-established the routine of having customers make direct 
payments on usual terms. 


It eliminated red-tape, complications and delays. It eliminated 
outside interference with the operations of their business. 


It enabled our client to expand through new outlets. By the end 
of the first year MAJOR MILLS, Inc. was able to show an increase 
in volume from an annual rate of $585,000 to better than $1,000,000: 
* + * 

You can multiply the working power of your capital with this 
continuing financing plan. Free funds tied up in inventory and 
receivables. Save discounts on purchases. Improve credit. Finance 
sales expansion without increasing capital investment or borrow- 
ings. Write for “COMPARATIVE COSTS OF FINANCING.” 
po a Dept. DR. 


*A fictitious name, but the facts and figures, taken from our records, can be certified. 


"Non-Notification’’ Open Account Financing 


BALTIMORE 


CHICAGO SAN FRANCISCO 











NEW YORK 





COMMERCIAL CREDIT COMPANY 


LOS ANGELES PORTLAND, ORE. 








CAPITAL AND SURPLUS MORE THAN $60,000,000 
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. TREAT YOUR 
fe CUSTOMERS LIKE 
PEAS IN A POD? 





Your customers have individual ideas... individual per- 
sonalities ...individual problems. Treat them as indi- 
viduals...and get REPLIES heretofore unobtained by 
using ordinary processed mailings. 


tue AUTO-TYPIST 


will individually type up to 200 
letters a day automatically on 
your own typewriter... still leav- 
ing the operator plenty of time to 
do her routine work. The AUTO- 
be TYPIST permits insertion of spe- 
cial data, fill-ins, dates, names, also dictated and stock 
paragraphs that “‘custom tailor’’ your ‘‘forrm”’ letters to 
fit individual cases. Adaptable to any make typewriter... 
without affecting its regular use in the office. 





be Here is the ideal way... the practical, efficient and eco- 
| nomical method... for handling volume correspondence 
by typewriter without resorting to wasteful, impersonal 
mailings. Results can be 10 times greater...and at less 
cost. For, you can save enough in dictating and transcrib- 
ing time alone to more than pay for an AUTO-TYPIST. 





Mail coupon now for complete information about the 


AUTO-TYPIST. No cost or obligation. 


~ AMERICAN AUTOMATIC TYPEWRITER CO. 


616 N. Carpenter St. 322 Broadway Strand House 
CHICAGO NEW YORK CITY LONDON 


MAIL THIS COUPON 
SP LA LT ES 


Mail this coupon 
to our nearest 
office. Learn how 
_AUTO-TYPISTS 
can help your 
sales and collec- oo 
tion problems. Li, CITY_____ STAT Erne / 





NAME_ 


ADDRESS. 

















PRICES 
AND PROFITS 


(Continued from page 32) 


of supply and demand happen to carry 
them, even in war time, on the theory 
that corrective increases in capacity 
would thereby best be stimulated. 

That individuals here and _ there 
would try to abuse such a set-up is to 
be taken for granted. Even if it should 
be desirable, which should always be 
open to fair argument, we cannot 
change the rules drastically without 
spreading confusion into the common 
run of places where agreement was 
reached readily and everyone was at 
work. Under the word “drastically” 
would fall the expulsion of manage- 
ments for excessive stubbornness over 
price and their replacement by govern- 
ment. There could be extraordinary 
provocations justifying such a step. 
Treachery or refusal to produce would 
surely be such. So perhaps would 
pure price extortion if the evidence 
were irrefutable and capable of being 
widely understood, and if the facilities 
were irreplaceable. But the dangers of 
misconstruction would be such that 
other means of protection available to 
the Government would usually be 
preferable. The anti-trust laws might 
apply, the excess profits tax always 
would, publicity and industry pressure 
would mean a great deal. 

Forgetting what we hope will be 
ephemeral war issues in the interest of 
trying to get hold of fundamentals, 
men and economic institutions are two 
different things and respond to differ- 
ent forces. One is biological and the 
other an artificial organism. Different 
rules must be applied to them, and 
we might as well be impersonal about 
it. The fact is that in each case they 
act as they are supposed to act, and the 
method is not the same, and we don’t 
like it. But that doesn’t change any 
of the facts. We obey our impulses to 
lessen the seeming contradiction, for 
example, by raising soldiers’ pay and 
by limiting industrial profits, but while 
we cater to our deep feelings in so 
doing, we are not changing the funda- 
mentals. The natures of human beings 
and economic institutions are still as 
distinct as they ever were. 

Perhaps it is merely sententious to 


DUN’S REVIEW 














say that what we want is success in 
preparing ourselves to meet danger, 
and that is what counts. But the 
bother is that we do and it is. We 
can waste a great deal of energy and 
sap our unity by agonizing oratorically 
over inequities that are inherent in the 
nature of things. Or rather, the nature 
of things as they stand at the moment. 
Of the many possible ways of think- 
ing of prices and profits in a defense 
economy therefore, two are _partic- 
ularly arresting. One is negative, and 
its function is control in the interests 
of social equilibrium. The other is 
positive, and is intent on the main- 
tenance of an incentive system, or at 
least makes concessions to popular 
psychology concerning that system. 


No Illusions 


The legitimacy of both conceptions 
is well understood in both government 
and business. There are no illusions 
that either prices or profits can be 
bound by stand-still agreements, or 
that they can be made to move uni- 
formly in every industry. It is per- 
fectly evident that industries directly 
stimulated by war demand will earn 
larger profits than before it developed 
—much larger in the case of those that 
had been living on starvation diets in 
the rather lean pre-emergency years. 
It is also probable that efforts to hold 
down the prices of commodities in 
which demand far outstrips supply 
will have hard sledding even if con- 
trol through co-operation is eventually 
superseded by control through law. 

Whatever happens will probably be 
criticized, and one help to morale will 
be to keep the critics from becoming 
indignant if elemental economic pres- 
sures fail to please our educated tastes. 
In the abstract there probably are no 
answers. So far as concrete situations 
Defense Commis- 
in the War and 
Navy Departments are going to find 
answers because they have to, and they 


are concerned, the 
sion and its allies 


will be the kind of answers that men 
of common sense and good will usually 
make when they are being both pulled 
by fragile philosophies and pushed by 
a need for speed and results. There 
will be compromises, and they will not 
be entirely consistent, and the final 
pattern will be a mosaic that some his- 
torians will praise as masterful and 
others denounce as offensive to equity. 
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DO YOU KNOW THAT 


Leasing your salesmen’s cars 


COSTS LESS THAN OWNERSHIP? 


Nothing peps up a salesman more than driving a brand new car of latest 
model each year. The R. A. Company’s leasing plan makes this possible 
and, in addition, absorbs the costs of all items of service, maintenance and 
repairs. Based on the average mileage of salesmen, your total cost per mile 
of operation, including gasoline and oil, should not exceed 3/, cents. 
Under our plan, the higher the mileage the less the cost per mile as our 
leasing rate remains standard regardless of mileage. 

Your salesmen are relieved of all financial worries and other responsibilities of personally 


owned cars. As the actual cost of operating 
cars depends greatly upon geographical con- 
ditions, your company by applying our plan 
is forever relieved of the task of trying to 
establish an equitable mileage or other 
allowance system satisfactory to all sales- 
men. 

There is no restriction on mileage or use of 
cars at any time. Use of decalcomania, 
trade-mark, permitted. 

Our annual leasing charge per car, including 
service and maintenance, is considerably 
less than the cost of a new car. In many in- 
stances, savings under our plan have been 
one-third to one-half former costs. 

Why not start now to effect these savings? 
Phone or write for complete details of the 
R. A. Company’s Leasing Plan. 





UNDER THE R. A. 
COMPANY’S PLAN 
YOU GET: 


A brand new Dodge, Plymouth or Chevrolet 
of latest model every 12 months. 

License plates in whatever states operated. 
Fire, theft and collision insurance. 
Replacement of cars without additional cost 
if stolen or destroyed by fire, collision or 
otherwise. 

All items of service, maintenance and re- 
pairs. 

Tire repairs and new replacements. 

Chains and anti-freeze. 

Grease. 

Present equipment of your company or sales- 
men purchased by us for cash, if desired. 


Now serving more than 100 national companies and operating in 
all of the 48 states. 


The RB. A. Company 


PIONEERS IN FLEET AUTOMOBILE LEASING 


G. J. EGAN, New York Manager 


122 E. 42nd St., New York City (AShland 4-9653) 


300 Morris Bldg. and 1421 Chestnut St. 
Philadelphia, Pa, (Rittenhouse 2390) 











“ONE HORSESHOE Is GOOD LUCK 
—But a Load of Horseshoes is Nothing but Junk”. . . 


—Credited to MARK TWAIN 


But—if you have enough junk and sell it at good prices you will end with good profits—and that is 


good luck, and good management. 


The James Flett Organization of Chicago, ran a one-column test advertisement (‘““More Money for 


Scrap”) in June, 1940 Dun’s Review. 


On October 1, 1940 Mr. James Flett wrote: 


“We received sixteen inquiries that we can identify as coming from this advertisement, and from 


the sixteen inquiries we were able to secure two customers. 


These two customers, in the course of the 


period covered by the contracts they have made with our Company, will pay about twenty times the 


cost of the advertisement. . . .” 


This experience demonstrates again that chief executives of large companies are responsive to basic 


appeals affecting their businesses. 
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Evidence of other successes are available. 





THE BUSINESS BOOKSHELF 


BUSINESS ... FINANCE . . . ECONOMICS . . . GOVERNMENT 


STUDY of investment banking 

has been issued by the University 
of Michigan as number 3 in volume IX 
of Michigan Business Studies. Heavily 
freighted with charts, tabulations, and 
citations, it runs a scholarly course 
through total commissions, costs, losses, 
competitive bidding, private placement, 
underwriters’ options, commitments, 
and return on invested capital. The 
author, manager of a Detroit firm of 
investment bankers, was formerly a re- 
search associate at Michigan’s Bureau 
of Business Research. (Investment 
Banking Under the Securities and Ex- 
change Commission, by T. Kenneth 
Haven. University of Michigan Press, 
157 pages, $1.) 


Wuen the National Association of 
Cost Accountants held its 1940 confer- 
ence, the topic discussed was “Cost 
Problems of Industry.” A report of 
these sessions has been published in 
yearbook form. (Cost Problems of In- 
dustry. National Association of Cost 
Accountants, 372 pages, $3.) 

The book contains addresses and dis- 
cussions at the conference. On inven- 
tory it covers recent developments; 
problems of last-in, first-out; safe- 
guards; problems of small companies 
and of finished goods. Other topics re- 
ported include accounting for Govern- 
ment orders; modern approach to over- 
head applications; and co-operative 
industry effort. 


Payroll Taxes 


To sERVE as a practical guide for the 
solution of payroll tax problems at 
minimum cost, Commerce Clearing 
House has published Social Security 
Payroll Taxes (464 pages, $5), by Ralph 
T. Compton, Director of Research for 
Associated Industries of Missouri. 

The book emphasizes that compli- 
ance with payroll tax laws at minimum 
cost is largely a matter of paying close 
attention to details and may involve re- 
arrangement of production schedules 
or sales promotion plans. Nota treatise 
on machine accounting systems nor one 
on legal and social opinions about Fed- 
eral and State payroll taxation, it de- 


scribes available solutions to practical 
problems of compliance. Chapter head- 
ings include such specific questions as, 
“To what extent, and at what time, are 
wages taxable?” and “What constitute 
taxable wages?” 


In New Roads to Selling (Harper, 
235 pages, $2.50), sales consultant Harry 
Simmons presents nineteen chapters of 
imperative writing, calculated to bring 
a salesman’s temperature up to boiling. 
It is super-charged prose which re- 
surfaces the old roads to selling with 
a boardwalk, exciting and straight to 





sales strategy. Use of many short an- 
ecdotes keeps a salesman’s interest fresh 
where schoolmarm principles might 
not. 

Two interesting features of New 
Roads to Selling are its personal check- 
ing charts, digesting each chapter, and 
the memo pages on which a reader is 
urged to write his own supplementary 
observations. 


An anatysis of the developments 
which resulted in the National Labor 
Relations Act and of the law’s admin- 
istration by the NLRB is presented 
by a Board attorney. His work con- 
tains forewords by J. Warren Madden, 
former Chairman, and Senator Robert 
F. Wagner. 

The National Labor Policy and How 


the point. 


Chapters include “How to sell like 
a sales manager” (sales management, 
by salesmen), “Fifteen ways to avoid 
a chapter on 


J 


price-minded selling,’ 


color as a saleman’s tool and one on 


It Works, by Joseph Rosenfarb. Harper, 
732 pages, $5. This is for use as a 
factual and legal reference. Its table 
of contents fills 22 pages. Principles 
of labor relations, distilled from court 
and board cases, are arrayed for the 








CURRENT READING 





SUMMARY 





BOOK 
WAGE DIFFERENTIALS, by Carrie 
Glasser. Columbia, 169 pages, $2. 


OUR FUTURE IN ASIA, by R. A. 


Smith. Viking, 306 pages, $3. 


ESTATE PLANNING TO MINIMIZE 
TAXES, by Morse Garwood. Prentice- 
Hall, 279 pages, $3.50. 


STABILIZING JOBS AND WAGES, by 
Herman Feldman. Harpers, 334 pages, 
$3.50. 


THE SECRETARY’S HANDBOOK 
AND OFFICE MANUAL, by E. Willard 
Leighton. Doubleday, Doran, 418 pages. 
$2.98. 


U. S. STEEL CORP. TNEC, PAPERS. 
Three vols., 411, 191, 101 pages. 


VAMPIRE 
Reimann. 


ECONOMY, by 
Vanguard, 368 


THE 
Guenter 
pages, $3. 


TELEPHONE SELLING, edited by N. 
A. Brisco. Prentice-Hall, 351 pages, 
$3.75. 


THE LOCATION OF INDUSTRY 
AND THE DEPRESSED AREAS, by 


S. R. Dennison. Oxford, 222 pages, 
$3.50. 
PROFIT SHARING AND PENSION 


PLANS, by C. M. Winslow and K. R. 
Clark. Commerce Clearing House, 179 
pages, $2. 
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Surveys wage differentials among unskilled workers doing 
similar work in various industries and geographical 
sections. 


Timely, up-to-date analysis of America’s interests in the 
Orient. 


An explanatory guide and reference manual for the in- 
dividual called upon to give counsel on estate matters. 


How employers under unemployment insurance merit rat- 
ing plans may reduce their premiums. Discusses _bal- 
anced working schedules, changing of purchasing depart- 
ment habits, and establishing satisfactory wage bases. 


A guide for secretaries, office managers, and clerks. 
Pictures recent office machines and instructs in their use. 
It has a table of time differences for the country and a 
chapter on preparation of reports. 


A comprehensive treatise on demand, prices, costs, and 
the basing point method in the steel industry, prepared for 
submission to the Temporary National Economic Com- 
mittee and now privately printed by the company. 


How private business is conducted in the Third Reich, de- 
scribed by a German who formerly operated a business 
there. 


Specific suggestions, facts, and logic about telephone selling 
methods and purposes. Topics include training sales 
people, public relations selling, and telephone solicitation. 


Although this book deals with problems in Britain, its sug- 
gestions and the evaluations of older theories on industrial 
location may be of interest in American studies of the 
subject. 


As an aid in creating such plans the book analyzes a num- 
ber and goes extensively into the effect on them of Federal 
tax laws. 
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guidance of employer and union. His- 
tory of the act, public relations, admin- 
istrative problems and procedure of the 
Board are other topics. 


IN THE slow decline of city residential 
sections from well-off areas to slums, 
little attention has been paid to halting 
the decline by anything short of total 
demolition projects. Waverly, a suburb 
of Baltimore, Md., however, is an ex- 
ception to this; for here the Neighbor- 


hood Conservation Section of the 
Home Owners’ Loan Corporation has 
made a study to arrest decay and build 
the section back to what it has been. 
The economic story of this experi- 
ment is given in Waverly—A Study in 
Neighborhood Conservation, a Federal 
Home Loan Bank Board publication 
of 107 pages. It is not a treatise on the 
urban slum, but a detailed study of one 
specific district not in that class but 
gradually becoming less desirable. 


OVER THE EDITOR’S DESK 


CONTRIBUTORS . . 


ROM his twenty years’ experience 
in tax accounting J. K. Lasser is 
well qualified to talk about “What the 
New Excess Profits Tax Requires and 
Permits” (pages 18-24). Some part of 
those years has been devoted to tax 
matters arising from the excess profits 
tax which accompanied the last war. 
Mr. Lasser attended New York Uni- 
versity and gained a batchelor of science 
degree at Pennsylvania State College in 
1920, a degree in industrial engineering 
there in 1922. Sandwiched in between 
NYU and Pennsylvania was a year 
in the Navy. 

A CPA under the requirements of 
New York, New Jersey, and California, 
Mr. Lasser has been since 1926 a mem- 
ber of the firm of J. K. Lasser & Com- 
pany. He is co-author of Federal Secu- 
rities Act Procedure and author of Your 
Income Tax. 


FRreE-LANCE advertising consultant 
and former business magazine editor, 
Arthur H. Little (pages 25-28) has 
been a frequent contributor to Dun’s 
Review. Other articles by him this 
year are “All This—and a Premium 
Too” (April) and “War Cries of Busi- 


ness” (June). 


Tue two Dun & Brapstreet authors 
are also well known to readers of Dun’s 
Review. Roy A. Foulke, who reports 
on the survey of accounting problems, 
and presents, too, his financial ratio 
figures for wholesale and retail trades 
(pages 12-17), is Manager of the Spe- 
cialized Report Department. 

Edwin B. George, who adds another 
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. COMING NEXT MONTH 





BLANK & STOLLER 


J. K. LASSER 


tile (pages 29-32) to his mosaic of 
articles on economic aspects of the de- 
fense program, is Economist for the 
publishers of this magazine and one of 
its Associate Editors. 


A FURTHER article from the Dun & 
Brapstreet Survey of Retail Operating 
Costs, treating of variations from trade 
to trade in advertising expenses, will 
appear in January. 


From the verbal and legal warfare 
waged over resale-price maintenance 
have risen cries on one side that “fair 
trade” tends to destroy competition, on 
the other that “fair trade” preserves 
competition by setting limits to price- 
cutting which otherwise would become 
so violent that it would result finally in 
less competition. 

Plans for future articles also include 
one on price-maintenance in the drug 
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Today in 90% of the factories and mills 
he does his planning in his head. He has 
to guess as to what you want. When this 
is true, a system of planning will reduce 
costs and give him the help he needs. 

What have you done to train your fore- 
man? He handles labor. Is he directing 
labor with a definite labor relation’s policy 
or is he forcing labor towards trouble? 
Do you know? 

In most factories, the foreman has never 

“been trained in how to handle labor. 
When this is true, a Foreman Training 
Plan will prevent labor trouble as well as 
increase the effectiveness of labor. 

Write for our brochure “Employee Re- 
lations and Production Problems.” 
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trade. It does not join either of the 
two sides fighting fiercely for the same 
thing, but rather discusses price agree- 
ments as a problem in manufacturer- 
dealer diplomacy. 


In THEORY, legislative representatives 
represent the public in its tax wishes. 
In practice, according to the author of 
a forthcoming article, they represent 


| the public some, and they submit some 


to the more vocal and better organized 
of pressure groups seeking expendi- 
tures for special purposes, expenditures 
which result ultimately in additional 


taxes. 
As State and local taxes have in- 


creased there have arisen new pressure 
groups to match and counterbalance 
the others. Generally they seek to lower 
taxes, to limit tax increases, and to en- 
courage economical public administra- 
tion. 

Scheduled for next month is an 
article on these retaliatory pressure 
groups, taxpayer associations, of which 
there are now twenty that are State- 
wide and some 1,200 that are city, 
county, town, and village groups. 


ANOTHER article, on commercial 
credit policies in a defense economy, 
will search out the possibilities for com- 
mercial credit men getting more sleep 
in the next several months, as arma- 
ment money, extra money, flows into 


the economic system. 
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ness statistical data. 
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ports of the “Survey of Business Trends,” 
a Dun & BrapstrEET research project hay- 
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research undertaking, the “Survey of Re- 
tail Operating Costs.” These reports in- 
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